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REPORT 

OF 

THE DEBT RELIEF ENQUIRY COMMITTEE 

CHAPTER I 

introductory 

The Agricultural Debt Redemption Committee of 1935 
recommended the establishment of Debt Conciliation Boards, the 
prevention as far as possible of the coercive sale of agriculturists’ lands 
during the period of depression and the control of the rates of interest on 
loans with re'rospective effect in certain cases. They also suggested that 
the scope of work of the State Land Mortgage Bank should be widened 
to enable the Bank to render adequate service in the general scheme of. 
debt relief. As a first step in implementing the recommendations of the 
Committee, the Agriculturists’ Relief Act III of 1112 was passed. 
Seven Conciliation Boards were established under the Act in different 
parts of the State in I 112 and an additional Board was constituted in 
the beginning of 1113. Functioning as a separate Department of Gov¬ 
ernment under the control and supervision of a Chief Conciliation 
Officer, these eight boards have been engaged for over two years in the 
work of conciliating debts on a voluntary basis. Till the end of 
Chingom 1115, the Boards received 7514 applications covering a total 
debt of Rs. 1,17,31,546. Of these, conciliation was effected and agree 
ments actually executed in 789 cases, covering a total debt of 
Rs. 1 1,41,599. This resulted in a reduction of the debts by Rs. 2,1 4,290. 
The total expenditure incurred by Government for the purpose amounted 
to Rs. 1,27,531. 

2. Government sought to give effect to the other recommendation of 
the Committee regarding the provision of financial facilities by the 
establishment of the Travancore Credit Bank. For this purpose, the 
Travancore Credit Bank Act IV of 1113 was passed. The bank was 
established in 1113. It is intended to help agriculturists and industrialists 
with loans for the development of agriculture and industries to be re¬ 
paid in easy instalments. The new institution took up the business of 
the State Land Mortgage .Bank which was dispensing long-term credit 
to agriculturists, from 1107. But the new bank too has not been able 
to render substantial helpVo parties who have effected settlements at the 
instance of the Debt Conciliation Boards. Till the end of Fhulam 1 il5, 
the bank received only ten applications for a total loan of Rs. 19,500 for 
the liquidation of debts conciliated by the Debt Conciliation Boards 
0. P. T. 1.92t. 350. 12-5 111'.. 



and the applications have not yet passed the preliminary stage of 
investigation. It has not therefore been able to'prove its capacity as an 
efficient factor in the solution of the problem of Rural Indebtedness. 

3. It is generally felt that the relief measures provided by the above 
two enactments have proved inefficient to meet the actual requirements 
of the situation, the difficulties of which are being accentuated every day 
by the continued economic depression and the increasing burden of 
debt. Repeated ; representations from debtors have been made to the 
Government pressing the urgent need for providing more active and 
effective measures for debt relief. 

4. Recently two private bills were. introduced, one in the Sri 
Mulam Assembly and one in the Sri Chitra State Council to amend the 
Travancore Agriculturists’ Relief Act Hi of 1112. The object of these 
two bills was mainly to make the Act more favourable to the debtor and 
to make the provisions for scaling down debts compulsory. 

5. Government felt that these circumstances indicated a general 
desire for more effective steps being taken for the relief of indebtedness 
It was also felt that a change in the law and method of conciliation was 
desirable. The enactments in force in seme of the Provinces in British 
India and in some of the Indian States have adopted compulsory 
provisions for reducing debts. Besides, the existing Act has caused 
appreciable discontent on account of its limited scope. The economic 
depression has adversely affected all classes of people. Those engaged in 
trade and indus'ries have suffered equally with the agriculturists and it 
is urged that they too deserve help in being relieved of the burden of 
debt which has been aggravated by the depression. Further, the fact 
that many agriculturists follow trade and small industries as subsidiary 
occupations and that many traders and industrialists are agriculturists 
as well, makes the problem of agriculturists’ relief very complicated. 
The Act of 1112 has been difficult to work because of the very 
common combination in practice of these three occupations in the 
same person or family. 

6. What has been done in other parts of India cannot be merely 
copied here. Travancore has some peculiar features. one of which is 
_$he circumstance that many of the creditors are also debtors and that 
there is no community in the State engaged exclusively in the profession 
of money-lending. Government therefore considered that the question 
as to the direction in which, and the extent to which, the existing law 
requires modification should be properly examined^ 

7. Accordingly they decided to appoint a Committee, “to go into the 
whole question of indebtedness, with special reference to Agricultural 
and Industrial debts in the State and the proper mode of dealing witlr' 
them and to report to Government their conclusions, inter talia, regard¬ 
ing the extent to which compulsion may be resorted to in scaling down 
and settling the existing debts and the legal procedure to achieve the 
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end” and : ‘to forward their suggestions for keeping down the abnormal 
growth in the volume of future debts that may^ be incurred by the 
Agriculturists and small industrialists in the State”. 

Personnel of the Committee. 

8. The Committee was appointed by G. O. D. Dis. No. J 2281 
39/Rev., dated 11th July 1939 (vide Appendix No. I) with the follow¬ 
ing personnel :— 

1. M. R. Ry. Dewan Bahadur Rajyasevadhurandhara 

V, S. Subrahmania Iyer Avl., Ret red. Dewan of 
Travancore Chairman. 

2. Mr. K. V. Joseph, Pottankulam, Kanjirappally. 

3. M. R. Ry. K. C. Karunakaran Avl., B. a., b. Com. (Birm.) 

Member, Sri Mulam Assembly. 

4. ,, S. Krishna Pillai Avl., b. a., b. i.., Legal 

Remembrancer to Government. 

5. „ T. Kumara Pillai Avl., Kalkulam. 

6. ,, Rao Bahadur Rajyasevaniratha N. Kunjan Pillai, 

Avl., M. A., b. sc., ph- n , Retired Chief 
Secretary to Government. 

7. ,, Kottoor Kunjukrishna Pillai Avl., b. a., b. t„ 

Advocate, Member, Sri Chitra State Council. 

8. ,, C. O. Madhavan Avl., b. a., b. l , Retired Chief 

Secretary to Government. 

9. N. Narayana Kurup Avl., B. a., b. l., Advocate, 

Member, Sri Mulam Assembly. 

10. ,, Kainikkara M. Padmanabha Pillai Avl., b. a., l.t. 

Member, Sri Mulam Assembly, General Manager 
and Inspector of N. S. S. Schools. 

11. ,, M. Ramachandra Rao Avl., b. a., Land Revenue 

and Income Tax Commissioner. 

12. ,, N. Venkitachalam Iyer Avl., b. a., b. l., 

Advocate, Alleppey. « 

9. After the Committee had started work, the Government in G. O , 

R. O. C. No. 3624|39|Rev., dated 24-8-39 communicated to the 
Chairman, the nomination of the following gentlemen as additional 
members of the Committee. 

1. Mr. Jacob Cheriyan of the Palai Central Bank, to represent 

the Private Banks. 

2. Mr. Mohammed Jaffar Hassan Sait, Alleppey, to represent 

Commerce. 

3. M R. Ry. T- T. Kesavan Sastri Avl., to represent the 

backward communities. 

4. A representative of the Credit Bank to represent the Bank op 

the Committee. 
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10. In G. O. R. O. C. No. 3624/39(Rev.-dated 22-9-39 Govern- 
-neat informed the Chairman that M. R- Ry. M. K. Auanthasiva Iyer 
Avi., Director of the Travancore Credit Bank and Member, Sri Chitra 
State Council had been nominated to represent the Credit Bank on the 
Committee. 

11. During the last sitting of the Committee, news was received 
that one of our esteemed Colleagues, Rao Bahadur Rajyasevanii atha 
Dr. N. Kunjan Pillai suddenly passed away at Madras on 21-* 1 -1939. 
The members assembled next day and as a mark of respect, adjourned 
that day’s meeting. Dr. Kunjan Pillai was with us during the whole 
course of our deliberations and took a very helpful part ir, formulating 
our conclusions. But we have been to our great sorrow denied'his 
valuable help in the preparation of our final report. 

12. The following staff was sanctioned for the Committee in G. O- 
R. O. C. No. 3787/39|Rev. dated 25th of July I9j9. 

One Secretary, 

One Clerk, 

One Stenographer Typist, 

One Malayalam Stenographer, 

Three Peons 

Mr. G. R. Pillai, B. A., B. L., h. d. c. (Manchester) who was 
appointed Secretary, joined duty the next day and the office of the 
Committee began to function from that date. 

Period of the Committee, 

13. The G. O. constituting the Committee had directed that the 
report should be submitted within two months. Bui the office of the 
Committee began to function only fifteen days after the date of theG. O. 
The Committee held its preliminary meeting on the 5th of August. 
Three of the additional members nominated by Government joined the 
Committee only on the 11th of September. Mr. Ananthasiva Iyer was 
able to join the Committee only a month after that date. Thus it was 
possible for the full Committee to meet only alter the period sanctioned 
by the original G. O., had already elapsed. Though the Committee held 
long and continuous sittings, it was felt, even before that, that it would 
not be able to complete its deliberations and prepare its report within 
the time fixed by the G. O. The Government was therefore requested 
to extend the time and the Government by G, O., D. D:s. No. 1 7?3/ 
39/Rev., dated 27th September 1939 and G. O., R. O. C. No 5733/ 
39(Rev., dated 19th November 1939 sanctioned the extension of the 
period first to the end of Thulam and then to the end of Vrischigom 
1115! 15th December 1939. 

Meetings. 

14. At its preliminary meeting on 5th August 1939', the Committee 
decided, after a |eneral discussion op the scope of the enquiry, that 



questionnaire should be ^ appointed consisting of 

questionnaire with lhe .®^j° mong l]ie mem bers before the next 

questionnaire we^e ** it, The question whether the taking of 

Meeting (y/JeAppendtx No. I> and collecting 

fresh evidence, e. h 1 y was nec essary, was discussed a- he 

? ,,d in view o * e « v ior the collection of fresh evidence, 
subject, there , , , ,u whole six sittings and was in 

15 spite of the large membership of the Committee 

session for 34 days- - r r fn resentatives of many busy professions 

«— ™""' h ~ 

exceptions, fully attended. 

Representations. 

, 6 . d «» 8 o» »»« 

bers ol ,l.e .uggstior,, and racoamenda- 

; nd ‘ V The Government too forwarded certain petitions on the subjec 
turns, • 1 he ( [o t be formation of the Committee. AH 

J. daly »nide«d d«i»g lb *«=»»• ol *e 

Committee. 

Statistics. 

Commit.ee of 1930 P fo be somst bing between twenty and 

the agricultural de o The vo[ume o[ industrial, trade and 

twenty &ve >' Q J^ oiu P been assesse d. Consistently, however, 

^Sis.'tissr-r^xs'. 

stpwiaSsi 

PU b rP , 0 ' 5 %titlv n neeK a workable scheme of relief. Some of the 

hell £ l had to be prompt. We therefore decided to content ourselves 
with the existing data and base our conclusions on them, 
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Submission of Report. 

18. We have to preface ihis report with the statement that the 
conclusions recorded in it have not the unanimous support of all the 
members. There is difference of opinion with regal'd to many of them 
and they represent only the view of the majority. 

We have appended to the repoit the draft of a bill implementing 
[he concrete recommendations contained in the report. 

Acknowledgments. 

19. We have great pleasure in recording our high appreciation of 
the good work done by our Secretary, Mr. G. R. Pillai,. He was of 
very great help to us in our del Iterations as well as in the preparation of 
the report. Hi mt *na e o vlcdge of the working of the Co-operative 
Societies in the s ate and of the economic situation in the villages, 
which was of tr- gre ^ us tc us, deserves special mentoin. 

The Clerk, Mi M o A cl uthan Nair, B. Com. has had at times 
practically tc see to f-herunmn? of the office and the conduct of the 
correspondence himself and he has acquitted himself creditably. All the 
members of the staff did their work earnestly and willingly even when 
during the last few weeks they ijad to work almost night and day.. We 
wish also to record specially our appreciation of the good and intelli¬ 
gent work of Mr. S. Ramasubratnonia. Iyer, the Stenographer,. whose 
services were ler.t to us during our actual sittings and during the 
preparation of our Report. 



CHAPTER IL 


Terms of Reference ana Scope of the fcnqiur.y. 

20. The terms of reference io the Committee are 

“ to go into the whole question of indebtedness wi h special re¬ 
ference to Agricultural and Industrial deers and the proper 
mode of dealing with the same and .o report io Government 
regarding the extent io which compulsion may be resorted to 
in scaling down and settling the existing debts and the legal 
procedure to achieve the end '. 

The Committee has also been requested ! 'to forward their sug- 
gestions fdr keeping down the abnormal growth in the volume of future 
debts that may be incurred by the agriculturists and small industrialists 
in the State . ” 

2!. These ierms are much wider in^ scope than those of the 
previous Committee appointed in 1935. 1 he enquiry at that time was 
confined to the investigation of agricultural indebtedness. I hat Com¬ 
mittee was definitely asked to excludes commercial and other kinds of 
debts from the ambit of its enquiry. But the terms of reference to this 
Committee embrace the whole question of indebtedness. The Com¬ 
mittee has also been asked to suggest means for the control of future 
debts. Thus the G. O., on the face of it, covers the whole Debt-Pro¬ 
blem in the State. 

22. There was some difference of opinion on this point It was 
suggested that, in view of the following passage in the G- 0. t oiz., 

“the enactments now in force in British India and in several 
of the Indian States recognise and give effect to the element of 
compulsion in conciliation, but the extent to which compul¬ 
sion is justifiable or expedient is a debatable point”; 
what was required of the Committee was to consider and report 
on the extent of compulsion that may be introduced into the methods of 
debt reduction, the extent of debt relief being maintained as in the exis¬ 
ting Act. After some discussion, however, it was decided that the 
G. O. must be taken to have imposed no restriction on the Committee 
either as to the class of debtors to be relieved or the extent of the re¬ 
lief measures necessary. The G. O., vested the Committee with wide 
powers to go comprehensively into the whole question of indebtedness 
and suggest means of relief. 

23. The restricted scope of Act Iff of i 112 is generally believed 
to be one of the main reasons for its failure to achieve its object. The 
unprecedented fall in the price-level of agricultural commodities and 
the abiding depression have affected ali classes of people irrespective of 
their status and source of income. The most important and striking 



characteristic of our economic life is the great preponderance of agri¬ 
culture over other occupations and the dependence of industry and com¬ 
merce on this main occupation. The real burden of indebtedness of 
whatever class of debtors finally converts itself into a charge on land 
and results ;n the sale of landed property. The exclusive benefits im¬ 
parted to agriculturists by the previous legislation have adversely affected 
the interests of industries and commerce in the country, as it is difficult 
on account of the mixture of occupations already mentioned, to deal 
with people in isolated groups in Travancore. A compartmental treat¬ 
ment of agricultural debts is therefore neither feasible nor desirable. 
Further, one of the chief difficulties in the work of the debt Concilia¬ 
tion Boards, set up by the existing Act, was the application of thJWefini- 
tion of the term, “Agriculturist”. ft was not unusual for people with 
but the slightest pretention of relationship with land to claim and secure 
the benefits of the Act. As a matter of fact, the percentage of the pure¬ 
ly non-agricultural population in the State is rather small. 

24. It is also noticeable that the tendency of debt-legislation in 
British India since 1935 has been towards extending the relief afforded 
by such laws to a larger class of people. The Royal Commission on 
labour recommended the liberalising of debt-legislation by making it 
include the debtor classes among industrial labourers. Legislation has 
been resorted to, to protect industrial workers in the Central Pro¬ 
vinces. (Act V of 1936) 

We have therefore decided that any relief measures that might 
be suggested should be available not to agriculturists alone but to all 
debtors in the State, 

25. The object of the enquiry being the affording of relief to indivi¬ 
dual debtors, it is necessary to have a clarification of the legal term 
"Person”, so as to indicate definitely the entities to be included within 
the scope of the enquiry. 

26. The definition of “Person’’ in the General Clauses Act il of 
1072 is as follows:— 

‘‘Person” shall include any company or association or body of ' 
persons whether incorporated or not”. 

Consistently with the object of the enquiry, certain categories of 
person included in the above definition have to be kept out. After a 
long discussion, we decided to exclude from the category of debtors 
Religious and Charitable Institutions and Incorporated Companies, 
except as regards their liabilities arising out ot Chitty transactions. 

27. We have decided that all classes of debts should be included 
within the Scope of our enquiry; Two important questions, however, 
still remain for consideration. (1) whether there should be any restric¬ 
tion as to the pecuniary status of the person to whom debt-relief should 
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be available and (2) whether there should be a maximum limit fixed as 
to the total indebtedness of a person to whom relief measures should 
apply. 

28. As regards the first question, it is urged that, in Madras and 
. Cochin, a restriction has been imposed and that we should follow that 

example. The Madras and Cochin Acts for Agriculturists’ relief ex¬ 
clude from their operation persons having an income above a particular 
figure from other sources. The limit is determined, for instance, by the 
payment of income-tax or profession-tax or house-tax above a particular 
amount. T,o understand the purpose and effect of such exclusion we 
have to remember that those Acts are designed to benefit only agricul¬ 
turists. Iqjjdetermining who are agriculturists, people having more than 
limited incomes from other sources are excluded by the definition of 
agriculturists. In the case of persons who come within the definition*, 
we do not find any distinction made, on the ground of owning much or 
little land, of deriving much or little income from land or of paying 
much or little land-tax. It will therefore be a misreading and mis¬ 
understanding of their provisions to take them as countenancing any 
such distinction. 

29. In Act III of 1112, the scope of which like the , Madras, and 
Cochin Acts was confined to relief of agriculturists, we find analogous 
provisions to define agriculturists. But among agriculturists themselves 
no distinction is made between big agriculturists and small agriculturists. 
As we have decided to extend the application of relief measures to all 
classes of people and not to confine it to agriculturists alone, no provision 
for determining those who are or are not agriculturists is necessary. 
Among the classes for whom relief is intended, we do not find 
distinction on account of the debtors general financial status made any 
where and we do not think that we should make an innovation that 
would create an invidious distinction. The main ground on which the 
claim for relief is based is the sudden and abnormal increase in the 
burden of debt due to the steep fall in prices. This increase equally 
affects the small man and the big man and makes it necessary to relieve 
both from the inequitable burden. 

30. The second question is whether any maximum limit should be 
fixed for the indebtedness of a person who can claim relief. We do not 
find any such restriction except in Bombay and the Central Provinces 
where the upper limit is fixed at Rs. 23,000. Many reasons are urged 
for the acceptance by us of a similar restriction. The upper limit 
suggested here is Rs. 5,000 or 6,000. 

31. The main ground urged is that as real relief of the debtor 
requires means to be found for discharging his debt and as, in the last 
resort, the Government may have to finance the agency that does it, the 
possible commitment on that account should be kept within manageable 



limits. It is said that if big debts are included, the total amount of 
debts to be dealt with would be beyond possibility of redemption. 

If we study the statistics on the subject, we shall find that such a 
restriction is not likely to make any serious difference. From the 
figures given in the Census Report of 1931 at pages 484-435, it will be 
seen that the proportion of debtors whose total debts exceed Rs. 5,000 
is only 1 ’25 per cent. Their exclusion will not affect appreciably the 
number of debtors brought within the scope of the relief measures. Nor 
would it exclude more than a small portion of the total volume of debt. 
The only tangible result would be the creation of a sense of frustration 
and grievance in the minds of those excluded. 

It must also be remembered that there are several way's in which 
relief may be granted to the debtor, short of finding money to discharge 
his debt. Reduction in the rate of interest and the concession to re-pay 
the debt in instalments spread out over a number of years are substantial 
advantages of which there can be no justification to deprive the man with 
the burden of a big debt. 

32. Another reason given for accepting the restriction is that the 
man who owes a big debt must be a man with large resources and would 
ordinarily be able to pay his debts in full. In the first place, where a 
big debt remains long unpaid the resources though large are likely to be 
found inadequate to meet the whole of the debt-charge. In the second 
place, the reason for relief being proposed to debtors is not merely their 
incapacity to pay. That, no doubt, is one of the reasons but the more 
appealing reason is that the economic depression has had the effect of 
doubling and in some cases trebling the burden of debt and that in 
fairness and equity the person who for no fault of his is crushed under 
such an abnormal burden should be given some relief. This reason, as 
we have already remarked, applies as much to the man who owes a 
big debt as to him who owes a small debt. 

We must also remember that in Travancore there is no exclusively 
creditor class. The person who is burdened with heavy debt may also 
have a number of small debts owing to him- The restriction suggested 
would have the effect of cutting down his assets and leaving his debts 
intact, a contingency that should, as far as possible, be avoided. 

It must have been for reasons such as these that Act III of 1112 
avoided making any such distinction. Among the debts of agriculturists, 
it makes no discrimination between big debts and small debts. We 
too do not think it necessary or fair to accept any such restriction. 

33. We have therefore decided not to exclude any debtor from 
relief on account of his pecuniary status or on account of his being 
heavily indebted. 
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34. Some creditors and some kinds of debts Lave, however, to be 
excluded. We have practically adopted the exception clause in Act III 
of 1112 and decided that the following debts should be excluded : 

1. Any debt or other liability due to Government. 

2. Any public revenue due on land as defined in the Revenue 

Recovery Act or any tax, cess, or payment due to any 
Municipality or Village Panchayat or other local autho- 
rity. 

3. Any liability in respect of maintenance whether under 

decree of Court or otherwise. 

4. Any liability arising out of a breach of trust. 

5. Any wages due to an agricultural or rural labourer 

6. Any debt due to Sri Pandaravagai. 

7. Any debt due to Sri Padom 

8. Any debt arising out of any transaction, of the nature of a 

lease including a Kanapattom transaction falling within 
the purview of the Travancore Jenmi and Kudiyan Act 
of I 071 and any rent, melvaram, or such other dues to 
any Edavagai under the Travancore Edavagai Act. 

9. Any debt due to any Bank established by letters patent or 

special charter or under any special statute of British 
India or Travancore, or the United. Kingdom. 



CHAPTER III 

The Dividing Line. 

35. The great slump which commenced in 1929 disturbed the 
economic equilibrium of all countries and the problem of debt came out 
in bold relief as a consequence. Attempts have been made by legislation 
in many countries of the World to restore the economic order to 
pre-depression levels by relieving the grinding burden of debt of the 
agriculturists. The fall in prices, especially of agricultural products, 
was the most prominent symptom of the depression. The direct 
consequence of this was the sudden increase in the burden of the 
agriculturist’s debt. A debt incurred at a time when the price of his 
products stood at a particular level became doubly heavy when the price 
fell fifty per cent. As a matter of fact, the fall in some cases was to a 
third of the previous price. Such abnormal and sudden increase in the 
burden of debt has not occurred in debts incurred after the depression 
had well set in and the main fall in prices had already taken place. It 
is therefore necessary for giving reasonable relief, to make a distinction 
between debts incurred before the depression and those incurred after 
the depression. The Agricultural Debt Redemption Committee of 
1935 was definitely asked to examine the question whether such a 
distinction should not be made. That Committee felt the need for the 
distinction and as the steep fall in prices started in 1105 adopted- that 
year for the Dividing Line. 

36. The Madras Agriculturists’ Relief Act of 1938 however drew 
the line at 1st October 1932. This date is supported by a note on the 
date of the depression prepared by Dr. P. J. Thomas, University 
Professor of Economics, Madras, which stated that the date of the 
depression should be determined by a study of the prices of staple 
commodities between 1929 and 1932. We therefore decided to 
re-examine the question and for the purpose scrutinised the average 
prices of our staple articles of agricultural produce and of land for the 
last tan years. 

32. The figures are given on the next page. 
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39- We also examined the interest rates of the Imperial Bank of 
India during the years 1930 to 1933. A table of the rates is given at 
Page 178 of the Agricultural Debt Redemption Committee’s Report 
and is reproduced below :— 

Imperial Bank Rates. 


20-11-1930 

4/1106 

6 per cent. 

15-1-1931 
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The fact that the Imperial Bank found it necessary to reduce the 
rate from 8 per cent, to 4 per cent, in the course of the year 1107 was 
a reflex of the variation in the purchasing power of money. On a close 
examination of the statistics given above, we feel that it is necessary to 
balance various factors in fixing the line of demarcation. The fall in 
prices that began in 1 105 continued in a steep line to the end of 1106. 
Though the depression thus started in 1105, its effects began to be felt 
only in 1106 and became acute only in 1107. Before it could affect 
in practice the relation between debtor and creditor and impress them 
with the need for a reduction in the rate of interest consequent on the 
fall in the income of the producer, the idea had to sink into their minds 
that the depression was not a mere casually passing phenomenon but 
had come to stay. This cap be taken to have happened only by the 
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end of 1106. In’the words of Dr. P. J. Thomas, “the dispersion of 
prices was least in 1932 (1107) not only for food grains but also for 
commercial crops and this indicates that they were all more or less at 
the same level in relation to the prices in the lean year (which in fact 
is the pre-depression year). Further the Effects of price-fall are not 
immediately felt; there is a time lag. On the whole, therefore, it would 
be best to take 1932 as the Dividing Line.” 

40. We are therefore of opinion that debts for purpose of relief 
have to be classified into those incurred before I-I-I107 and those in¬ 
curred after that date. 



CHAPTER IV 

Proposals for Relief. 

41. Laws have been made in many countries to lighten the heavy 
burden of indebtedness, pleasures of relief were promulgated on the 
assumption that a re-appraisal of values was necessary on the basis of 
the difference in the purchasing power of money. Two different 
methods were evolved for the purpose—voluntary and compulsory. In 
India, the voluntary system was in favour during the earlier part of the 
working of the debt relief schemes. Legislation passed during that 
period took the shape of the establishment of Debt Conciliation Boards. 
The object of these Boards was to scale down debts by persuading 
the creditor and the debtor to come to an amicable settlement. 

42. The Government of the Central Provinces was the first to 
concert measures in this direction. In 1932, it drew up a scheme of 
debt conciliation and legislative sanction was obtained for it early in 
1933. Since then almost all Provinces in India have set up Debt 
Conciliation Boards with slight variations to suit local conditions. 

43. The Agricultural Debt Redemption Committee which was 
constituted in Travancore at about this time to suggest relief measures 
for the agriculturists in the light of British Indian Legislation, naturally 
recommended the constitution of similar Conciliation Boards here also. 
The Travancore Agriculturists’ Relief Act III of 1112 was accordingly 
passed. 

44. This Act provided for the establishment of Debt Conciliation 
Boards to effect amicable settlements between debtors and creditors. 
A Conciliation Board had to propose an equitable adjustment of debts 
in the light of the general economic conditions and the financial position 
of each debtor. If the debtor and his creditors agreed to the adjustment 
proposed, the agreement would be reduced to writing and given the 
force of a decree. If the parties did not agree to the conciliation pro¬ 
posed, they were not to be bound by it and were quite free to pursue 
the usual- remedies open to them. To this extent therefore, the con¬ 
ciliation, though it might involve the scaling down of the debts, was 
purely voluntary. The Board, however, had the power to record a 
certificate stating what, in its opinion, would have been a reasonable 
adjustment of the debts. This certificate and the attitude of the parties 
With respect to the conciliation proposed might be taken into consider¬ 
ation by a court before .which a suit was filed for the recovery of the 
debts and the Court might, in its discretion, disallow costs and future 
interest from the date of the certificate to the date' of the decree. It 
may be suggested that this was, in a sense, compulsion to accept con¬ 
ciliation. But the compulsory element was so weak that it had 
practically no effect. 
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45. Certain temporary provisions for giving relief to agriculturists 
were also made in the Act. They were to remain in operation only for 
a period of three years from the commencement of the Act. The Court 
executing a decree against an agriculturist was empowered to order 
that the decree-amount should be recovered only in instalments not 
exceeding twenty-four in any case. If any instalment was defaulted, 
that instalment alone would ordinarily be allowed to be recovered, 
while if three consecutive instalments were defaulted, the entire sum 
due would become immediately recoverable in a lump. 

46. The rate of interest was also regulated for a period of three 
years. On debts existing on the date of the commencement of the Act, 
no future interest exceeding 6 per cent, was allowed. In'erest accrued 
due prior to the date of the Act was not interfered with. Oa debts 
arising after the date of the Act, the maximum interest that could be 
realised was 6 per cent, for secured debts and 9 per cent, for unsecured 
debts, while in the case of decree debts, it was always 6 per cent. 
On future paddy loans, interest was not to exceed 9 per cent, per 
annum. 

47. The relief afforded by this Act, however, soon proved to be 
inadequate to meet the actual requirements of the situation created by 
the continued economic depression. The provisions regarding 
voluntary conciliation of debts and payment in instalments were found 
in-effective in actual working. Both creditors and debtors were 
apprehensive that practically nothing could be achieved under the Act, 
as the consent of all parties appearing before the Board was necessary 
for an agreement. It was the considered view of the Conciliation 
Officers that the condition that all parties must agree to any scheme of 
conciliation made conciliation practically impassible. No doubt, there 
was the power of certification. But this provision did not operate as a 
sufficient deterrent to creditors unreasonably with-holding their consent. 
It was not incumbent on the Board to grant certificates in such cases. 
In the absence of agreement, the Board had the option either to grant a 
certificate or to dismiss the conciliation application. Even if the Board 
granted a certificate, the Civil Court was not under the Act bound to 
impose any penalty on the recalcitrant party. This discretion vested 
in the Civil Courts was very rarely exercised in favour of the debtors. 
The absence of any provision for avoiding transfers by debtors of their 
property during the pendency of conciliation proceedings and until 
satisfaction of the agreement registered in pursuance thereof also worked 
as a serious handicap. 

48. In the result, it became evident that the Conciliation Boards, as 
constituted by the Act, were not of real help to the debtors and that no 
system of relief based on mutual agreements could help the party who 
was in a disadvantageous position, L,eft to themselves, the creditor? 
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would barely consent to a reduction of their dues. This is not a 
peculiar feature of our State. Wherever it has been tried, voluntary 
conciliation has mostly broken down. Almost every agricultural 
country in the world has found it necessary during the depression to 
adopt some compulsory measure to relieve the debtors. 

49. The trend of legislation in British India too has recently turned 
towards compulsion. The Madras Government passed a Debt Relief 
Act in 1938 accepting the principle of compulsion. The Government 
of the Central Provinces followed suit. There, too, an Act was passed 
by which the former voluntary method of scaling down debts was re¬ 
placed by the compulsory method. Provision was made to establish 
Debt Relief Courts whose duty was to reduce interest and principal in 
accordance with certain definite principles laid down in the Act. The 
Bombay Legislature has just passed a law affording relief to the agri¬ 
culturists by scaling down debts compulsorily. The neighbouring State 
of Cochin too has recently passed a (aw for the relief of the agri¬ 
culturist debtor embodyiny the principle of compulsion in scaling down 
debts. 

50. We gave our most anxious consideration to the question 
whether compulsion should be exercised in securing the reduction of 
any debt. It is not desirable to infringe the principle that a contract 
freely made should be considered binding on the parties to it—on the 
person who undertakes the burden of it equally with the person securing 
rights under it. The theory of the Sanctity of Contracts is one that 
should not be lightly discarded or weakened. The evils of such a 
course are patent to-day in the international field and Legislatures and 
Governments should be careful to avoid it. 

51. But, in its application, exceptions and relaxations have to be 
made where special circumstances imperatively demand them. This 
has always been recognised. All usury laws are instances of this. In 
Travancore, more than a century ago, the law fixed the maximum rates 
of interest that could be realised, whatever might be the . contract 
rates. 

52. The persistent economic depression that has lain heavily on us 
during the last ten years has produced such an abnormal state of affairs 
that in order to save society from greater evils, it has been recognised 
in almost all countries, that deliberate measures have to be taken to 
reduce the crushing burden of debt which mainly the actual producers 
of wealth have to bear. If a party to a contract deserves in any circum¬ 
stances to be relieved from the extreme hardships caused by it, the 
present is such a crisis. We think that it is necessary to afford relief to 
tb? debtor in the peculiar economic conditions now prevailing in the 



World for which neither the creditor nor the debtor can be held 
responsible. Reasonable relief which would not be unfair to either 
party should be provided- 

53. It is generally contended that the acceptance of the principle 
of compulsory scaling down of debts would upset the credit machinery 
of the State. This, it is said, would affect the agriculturist, the trader 
and the industrials who have mostly to depend for their business on 
borrowed capital. It cannot be denied that a substantial restriction of 
credit would result. That is said to have been the immediate result of 
the Madras Act. “The Act has from all accounts we have had, re¬ 
sulted in the restriction of rural credit”. (Professor K. C. Ramakr.ishnan 
of the Madras University, Page 95 of the Indian Co-operative Review- 
January-March 1939) “Facts have proved that there is a shrinkage 
of credit supplied by money-lenders’’. (Dr. B. V- Narayanaswamy 
Naidu in the Indian Journal of Economics April 1939 Page 
551.) Naturally the first reaction of the person who has money 
to invest or lend v/ould be to avoid subjecting himself to the 
risk of such legislation in future. He would try to preserve his 
capital even at the risk of not earning any interest on it. This, how¬ 
ever, is a state of mind which is not likely to last long and it may be 
anticipated that in a few years, the capitalist would find his fund 
gradually diminishing by consumption and would again start to make 
profit by lending it out. The other alternative is that the capitalist, big 
or small, would invest his money in Government Savings Banks 
or bonds, thereby providing the Government with money for financing 
business. This is an aspect that we shall deal with later on. Here 
we would only say that provisons for scaling down existing debts 
should be supplemented by provisions for future credit to the workers. 

54. It is also feared, and not without reason, that the compulsory 
reduction of debts will make borrowers reckless in the hope that agita¬ 
tion would always bring about legislation easing the burden of debt. 
If by the nature and frequency of debt legislation such an idea was 
likely to be encouraged, the result would certainly be deplorable. Any 
material benefit that debtors might occasionally derive therefrom would 
be more than counter-balanced by the moral deterioration caused by 
the systematic disregard of the pledged word. That is a contingency 
that Governments and Legislatures have to'provide against. It must.be 
made plain beyond any doubt that mere agitation by the debtors for 
the purpose would not result in legislation relieving them from the 
obligation to carryout their contracts. Nothing but an abnormal change 
in the economic conditions forming the basis of all contracts should 
induce any such legislation. So long, however, as all parties realise that 
such legislation is in the nature of an extraordinary emergency measure 
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to meet abnormal, and almost catastrophic conditions, it will not cause 
any real harm. 

55. The possible effect on credit or contractual stability cannot, 
however, be allowed to stand in the way of debt relief measures at this 
juncture. As a matter of fact, credit even to-day is paralysed, it is 
already frozen. Little money has been forthcoming during the last three 
or four years and most old loans have merely been renewed. There 
has already been a perceptible contraction of credit and as long as the 
irreducible burden of debt remains with the consequential incapacity to 
borrow, credit cannot be restored. There is thus an urgent call for the 
liquefaction of credit. The relief measures are really intended to 
achieve that end. The lightening of the debt burden would infuse 
fresh life into the paralysed loans and promote payments. 

56. In determining the nature and extent of the relief to be proposed, 
we think that some distinction should be made between debts incurred 
before IstChingom 1107 and those incurred after that date. There 
is certainly a difference between them. Debts incurred before 1107 
must have been incurred with the full hope that they could be repaid. 
The depression and the fall in prices intervened and the debts must have 
remained open and become a big burden with accumulated interest 
So much so, the outstandings are more indices of the inability of the 
borrower to repay than of intentional protraction. As the paying 
capacity of the debtors and the value of the debts have considerably 
altered as a result of the advent of the economic depression, greater 
relief has to be afforded in the case of debts incurred before 1st Chingom 
1107. We have already stated why we draw the line of demarcation 
at that date. 

57 This raises the question as to what, in a series of transactions 
culminating in the transaction relied on by the creditor, should be treated 
as the basic transaction with reference to which the relieving provisions 
should be worked out. It is a common practice for a creditor, when 
the interest due to him is in arrears, to merge the first transaction in a 
renewed one in which the total of the original principal and the accu¬ 
mulated interest is treated as principal. This process is sometimes 
successively repeated. So too in the case of running accounts of a 
customer with a trader, ou'standi'ngs are treated in the same way. 
Periodically, the accounts are- settled, the balance is struck and the total, 
of the principal and the interest then remaining due is entered over 
the signature of the debtor. This settled account then becomes the 
starting point of the further dealings between tbe parties, interest being 
charged thereafter on the total thus acknowledged. The dealings often 
continue over many such settlements. In both these cases, the debtor 
in effect successively agrees to the accumulated interest being added to 
the principal, and itself earning interest thereafter- Though purporting 
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to charge only simple interest they amount practically to transactions 
where compound interest is realised. Should these intervening transac¬ 
tions be left alone, the last transaction being taken at its face value, or 
should the amount actually paid by the debtor to the creditor alone be 
treated as constituting the principal, all subsequent ostensible additions to 
it made really out of accumulated interest being dealt with only as interest? 
In many cases, the process of renewals is found to have increased the 
burden very heavily. It may be urged that where the parties, instead of 
staging a payment of interest and a loan back of that amount also, have 
deliberately and bona fide made an adjustment, it would be unfair to 
cancel that adjustment and put the creditor in the position of one who 
has not realised the interest. This is apt to put him at a serious dis¬ 
advantage because ot the legal restrictions as to the maximum amount 
that can be realised as accumulated interest and of subsequent lowering, 
if any, by fresh legislation o: the rate of interest legally chargeble. If 
the adjustment had not been agreed to, the creditor might then and there 
have taken steps to realise the arrears of interest and nothing further 
would have been heard of it. 

58. There is no doubt some force in this ■ contention. But the 
whole trouble at present is that because debts contracted long ago have 
been allowed to drag on, their burden has become unbearable and 
unless the burden is ligh'ened, the debtor will collapse with no chance 
of recovery. We have decided therefore that it is necessary to work 
back to the original transaction and apply the relieving provisions to it. 
At the same time, we think that there should be some reasonable limit 
to this tracing back and have fixed certain dates as the backward 
limits for the process. 

Decrees. 

5d. The question then arises whether the principles con¬ 
tained in the above decisions should be applied to decrees. This is a 
question upon which there'is great difference of opinion. It is often 
strenuously contended that even if some interference with the rate of 
interest to be charged, the time allowed for payment and the amount of 
the principal debt were to be tolerated, once the debt has been trans¬ 
formed into a decree, it should be ‘ held immutable and the sanctity 
attaching to a decree passed by a cfcurt of law should not be violated. 
In this view,.a debtor would be outside the range of any relief once a 
decree has been obtained on his debt. 

60. As we had to remark in dealing with the Sanctity of Contracts, 
the theory of sanctity is a valuable one that should not be lightly attacked. 
But if in the® interests of society as a whole, it is found necessary to 
relieve parties to certain contracts from the full burden of the obligation 
arising from them, it will not be fair or just to deny that relief on, what 
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in many cases, is the accident of a decree having been secured on a 
contract. On the other hand, the relief may in fact, be more needed 
and more deserved in the latter case; for, it is not unlikely that the party 
who has rushed to court at the earliest possible time and secured a 
decree may often have done so as he had not sufficient sympathy with 
the party liable under the contract to give him any extension of time to 
discharge his obligation. The person who was more fair or more 
kind-hearted and refrained from rushing into court would not be able to 
show a decree for bis claim. It is difficult to appreciate the sanctity of 
the decree in such a case, resulting in an advantage to an unsympethetic 
creditor and refusing much needed relief to a suffering debtor. Tbe 
grounds on which relief is proposed are economical and where those 
grounds are found to exist, any difference in the speed with which the 
intervention of a court was sought should not be allowed to affect the 
nature or extent of the relief. We therefore think that as the relation¬ 
ship of debtor and creditor has not been finally terminated, as long, that 
is, as a decree, if obtained, has not been fully discharged and struck off 
the file, tbe debt should be capable of being dealt with under the legal 
provisions, if any, for the lightening of the burden of debt. 

61. In tew of the Indian Provinces and States, where legislation 
has been resorted to, to relieve agricultural debtors have decrees been 
given any special treatment. Even tbe Agricultural Debt Redemption 
Committee of 1935 accepted the position that there was nothing wrong 
in re-opening some decrees. “All cur recommendations regarding 
conciliation, instalment payment and regulation of execution sales should 
also apply to chitty debts and decrees obtained on cbitty transactions 

.(Page 80, Agricultural Debt Redemption Committee’s 

Report.) 

62. We are, therefore, not making any revolutionary innovation in 
accepting this principle. It was pointed out during the discussion on 
this topic that the number of decrees that might have to be re-opened 
inconsequence of this decision would be very large and that might 
devolve very heavy work on the courts. That is a circumstance that 
has to be taken note of. But the increase in work would be temporary 
and the additional expenditure that would be entailed by strengthening 
the personnel of the judiciary lor the purpose should not be grudged. 
Any amount spent would be more than compensated by the economic 
revival that would result from the prompt lifting of the heavy burden of 
accumulated debt from the shoulders of the classes engaged in the actual 
production and distribution of wealth. We would therefore recommend 
that all decrees which remain in force wholly or partljr should be 
brought within the operation of the relief provisions 
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63. We are also of opinion that the mere fact of a debtors 
property having been sold in execution of a decree should not take the 
transaction out of reach of the relieving provisions of law. 1 he sale 
becomes complete and pro ianto extinguishes the debt, only when it has 
been confirmed. We do no! propose that confirmed sales should ordi¬ 
narily be re-opened. Rut, until confirmation, a sale should be treated 
only as an attempt to realise the debt. If for any reason the sale 
happens to be set aside, the attempt fails and the debt cannot be deemed 
to have been discharged. Till confirmation, therefore, the validity of 
the sale should depend upon the debtor's actual liability to pay the 
amount for which the property has been sold. For determining that 
question we hold that an unconfirmed sale may be re-opened. 

64. Having thus indicated the general lines on which, we propose 
measures to relieve the debtor, we shall take up the question of relief 
under the several heads of interest, renewals and successive settled 
accounts, principal, pending suits, decrees and court sales. 

Interest. 

65. Legislation to control rates of interest is not new to 
Travancore. For nearly a century the law against usury has been in 
force here. The first law was Regulation I of 1010. It fixed the 
maximum rate realisable at 12 per cent, simple interest per annum and 
as accumulated arrears of interest, it allowed only an amount equal to 
half the principal to be claimed. Except for the present abnormal 
conditions, therefore, there would have been little need for interfering 
between the creditor and his debtor as regards past transactions. Only 
adjustment of the rate of future interest in the light of the fall in prices 
would have been necessary. We considered the provisions in the 
recent Madras Act regarding interest. One of the drastic provisions is 
the wiping off of the debt itself in cases where twice the amount of the 
principal has been paid as interest during the whole period the transac¬ 
tion has continued. Longstanding debts, even if the interest was not 
charged at an exhorbitant rate, are thus liable to be wiped off. This 
provision is sought to be supporter! on the principle of Damdupat found 
in the Hindu Smrithies. As has however been pointed out by critics, that 
principle merely limits the amount of accumulated arrears of interest 
claimable at a time. 

To wipe off in this most unexpected manner the principal debt it¬ 
self which neither party had any idea would cease to exist, would be a 
serious hardship. It would be very unfair and often ruinous to the 
creditor. 

The hardship can be easily appreciated, if, for instance, the case 
is considered of a young Hindu Widow investing the lump sum allotted 
foy her maintenance, or of the guardian of an infant investing the minor’s 
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money. Such investments are usually made in the form of hypotheca¬ 
tion deeds renewed when necessary to avoid limitation. In these cases 
the investment may have been outstanding for several years at the till- 
now normal rate of twelve per cent, per annum with the result that the 
provisions of Clause 2 Section 8 of the Madras Act would, by one stroke 
of the pen, wipe off the investment, leaving the widow and the minor 
adrift, it is as a grudging and partial recognition of such difficulties that 
an exception to the Section has been provided by Clause (A) of Section 4 
excluding from the operation of the Act, debts not exceeding Rs. 3000 
due to a woman, who has no other property. This is a halting excep¬ 
tion grossly inadequate to meet the mischief that the main provision 
would work. 

We have not thought it desirable, therefore, to adopt that provision 
of the Madras Act. * 

66. The only relief that can reasonably be claimed is a reduction 
in the rate of interest consequent on the fall in prices and the value of 
the product of labour and the return from reproductive investment. The 
return from agricultural land, for instance, was, as everyone would 
concede, not mare than three per cent, per annum during the depression 
period. Act 111 of 1112 reduced the maximum rate of twelve per cent, 
interest fixed in the earlier law w‘z., Regulation I of 1010 m. e. to six 
per cent per annum for secured debts and nine per cent per annum for 
unsecured debts subsequent to the Act. But to be of substantial 
help to the debtor crushed under the weight of accumulated arrears 
of interest, even that rate has to be considered too high, We think 
that in the case of pre-depression debts, i. e., debts incurred belore 
I-l-l 107, interest should be calculated at four and a half per cent per 
annum till date of discharge. The retrospective effect thus given to the 
provision reducing the rate of interest should, however, not be availed of 
to credit any interest already paid or appropr.ated in excess of the amount 
claimable on that basis, towards the principal amount due and reduce 
it to that extent. Any excess amount already paid and appropriated as 
interest can be adjusted to the fullest possible extent against interest 
remaining due but not against principal. 

67. We do not think that conditions have changed so much since 
1107 as to make it desirable to allow a high rate of interest even on 
loans advanced after 1-1-1107. But there is the difference that the 
borrower undertook to pay a higher rate of interest than what, he himself 
must have known, would be possible for him to pay. Contracts were 
entered into with open eyes with a consciousness of. the' persistence of 
the economic depression. Though there can thus be little justification 
for the plea that the burden of the debt has been increased by any un¬ 
expected change, we feel that there existed a factor of necessity which 
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might have compelled the borrower to agree to terms which even at the 
time he did not hope to be able to fulfil. Such borrowers too need 
some protection. On an examination of the price statistics of commodi¬ 
ties, it is seen that there has been a progressive decline in the price 
level. The Agriculturists’Relief Act 111 of 1112 reduced the rate of 
interest on transactions after 1105 to 6 per cent. But this does not 
appear to have practically helped the borrowers. Interest still conti¬ 
nued to accumulate. This is pointed to as a circumstance proving the 
uselessness of reducing the rate of interest. But is that the right infer¬ 
ence? Is not the fact that the interest burden has remained the same, 
if it has not become heavier, just the reason for recommending it 
reduction? What has been classed as ‘post-depression period’ is to 
some extent, only a continuation of the period of depression, though the 
pace of the depression has become slower. There has not in fact been 
any the least favourable change in the economic life of the people. It 
is therefore necessary to extend the concession of the same rate of 
interest viz., 4k per cent, per annum to the post depression debts also. 

68. But this rate should be applied only to secured debts. There 
is in practice a marked difference in the interest charged between secur¬ 
ed and unsecured debts, the rate being invariably higher for the latter. 
A rate of 6 per cent, for unsecured debts may therefore be fixed. We 
therefore decide that on debts incurred between 1 -I -1107 and the 
commencement of the proposed Act, interest till the date of discharge 
should be calculated at 4J per cent, per annum on secured debts and 
6 per cent, on unsecured debts. Credit should be given for all sums 
paid towards interest and only such amount as is found outstanding, if 
any, on account of interest thus calculated is to be deemed payable, 
together with the principal sum or such portion of it as is due. Any 
part of a debt which is found to be a renewal of a prior debt should be 
deemed to be a debt contracted on the date of the prior transaction and 
if that was prior to 1-1-11 07, it should be dealt with according to the 
provisions applicable to that category of debts. 

Renewals and Running Accounts. 

69. We have already said that in order to give appreciable relief to 
the debtor, renewed documents and settled accounts should be re¬ 
opened and the accumulated interest reduced, though the parties might 
have agreed to treat it as part of the principal debt. A limit, however, 
has to be set to the process of tracing back the principal debt. 

70. Here too, we make a distinction between pre-depression and 
post-depression debts. But we would fix the line of demarcation 
between them at the date when the depression actually began, for 
though the debtor was not aware at the time that the depression which 
had then started had come to stay, its effect on him started from that 
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date. Therefore we decide that in the case of transactions that started 
before 1105 the last transaction before 1-1-1105 shall be deemed to be 
the original transaction and in other cases the first transaction shall be 
treated as the original transaction for the application of the relief 
provisions. 

71. Notwithstanding the provisions of Section 31 of the Civil 
Procedure Code, in no case shall, arrears of interest remaining due after 
scaling down under the relief provisions, be payable except to the extent 
of half the principal. 

Principal. 

72. The reliefs so far suggested would give little help to the 
honest and punctual debtor who, though with great difficulty, had 

•paid interest regularly. It is necessary to give him also some relief. 
That can be done if some reduction of the principal debt is also effected. 
Moreover the reduction in the rates of interest goes only a small way 
towards relief. To take the case of an-agriculturist debtor, for example, 
the fall in the price,of his products has, ajfhrt from the interest payable, 
in many cases doubled the burden of ' the original debt itself. An 
honest debtor crushed under its weight is entitled to some help. It is 
generally conceded—and this is the trend of the evidence collected by 
the previous Committee—that most creditors would be willing to take 
something less than what they are entitled to in law, if it is paid 
promptly. We think that a chance should be afforded to the honest 
debtor to get some benefit if he succeeds in making a fairly prompt 
payment. 

73. The Devadhar Committee recommended in 1935 that the 
amount of debt for repayment may be compounded at 65 per cent of 
the total debt inclusive of interest. The Agricultural Debt Redemption 
Committee also suggested the scaling down of debts by 25 per cent. 
The Agriculturists’ Relief Act III of 1112 incorporated the suggestion 
in the methods of conciliation suggested in Section 1 5 ( b}. Such a 
provision has also been made in the Central Provinces and Berar 
Relief of Indebtedness Act XIV of 1939. We are therefore making 
a proposal for reducing the principal by a small percentage graded 
according to the time taken for repayment. 

74. In the case of debts incurred before 1-1-1107, we think that a 
reduction of twenty per cent in the principal will not be unfair to either 
party. This reduction will be conditional on the creditor being able 
to get the reduced amount within a reasonable time. We think that 
a period of fifteen months after the relief provisions come into operation, 
would be a fair interval for the debtor to get together the amount. 
That would give him a clear period of a year after the application to a 
court for relief, if that becomes necessary, Jn case longer time is taken 
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the reduction should be less. We do not, however, think that there 
should be many such gradings. We think that a reduction of twenty 
per cent in favour of those who pay within fifteen months and of ten per 
cent in favour of those who pay.in instalments within five years of the 
Relief Act coming into operation is all that need be provided. 

75. One serious complaint of the creditors is that there are debtors 
who do not pay their debts because they are unwilling, and not because 
they are unable, to pay. The above provision will act as a stimulus 
and inducement, for prompt payment in the case of those who can 
possibly find the means therefor. 

76. The concession of this reduction should be limited to debts 
incurred in the pre-depression period and to those who repay their debts 
at least within five years of the date on which the proposed legislation 
comes into force. We are not for reducing the principal in other 
cases. The only concession that we are prepared to recommend for 
those who do not avail themselves of the above provisions and want a 
longer period for the payment of their debts is to be allowed to repay 
their debts in instalments. 

77. A debt incurred in the pre-depression period must already 
be a very old transaction. In allowing payment of it in instalments 
to begin after the proposed legislation implementing our recommenda¬ 
tions, it is necessary to ensure that the total period is not very long. 
Ordinarily the time allowed for repayment should not exceed twelve 
years from the due date. But in the case of debts before 1107 
such a restriction would result in very little additional time being 
granted. We therefore propose that for payment of such debts, a 
period of 8 years should be allowed after the Relief Act comes into 
effect. Even that would give even the latest transaction dealt with /. e., 
one that took place just before 1-1-1107, about 17 years for repayment 
of the debt. Again, rather than leave it to the discretion of Courts, 
we would also definitely provide that the instalments should be half- 
yearly. Any debtor may thus claim to be allowed to repay his debt in 
half-yearly instalments not exceeding sixteen in all. 

78. At this stage, it is necesssary to remember that in Travancore, 
as the G. O., constituting this Committee itself says, there is no 
separate money-lending class and that many are both creditors and 
debtors. Many a loan represents not the systematic attempt of a 
capitalist to extort exhorbitant interest from a needy borrower but the 
casual investment by a small earner of a lump sum scraped together in 
the course of years. The investment very often is intended to cover the 
cost of some ceremony or event anticipated at a future date such as the 
marriage of a daughter or the setting up of a son in business on his return 
from training for it. ' In such cases, it would be unfair, nay a mockery, 



to offer repayment, virtually in driblets. But once it is found necestary 
to give time a sort of compromise is all that is possible. We think 
that the creditor must be able to get an appreciable portion of the debt 
practically in a lump, say within the first year. That would enable 
him to meet his anticipated need though not in the style originally 
Contemplated by him- We have therefore provided that when half- 
yearly payments are allowed, the amount of the first two instalments 
must cover one fourth of the total debt or Rs. 5,000, whichever is less. 
This provision will not apply to debts the normal instalments of which 
exceed Rs. 2,500 each. We also think that no instalment should be 
1 ess than Rs. ten. 

Usufructuary mortgages. 

79. We accept the view of the Agricultural Debt Redemption 
Committee in regarding mortgage and leaseback transactions as hy¬ 
pothecations. We therefore recommend the retention of Section 38 of 
Act III of 1112 as a permanent provision of law Any claim for 
rent under such a lease-back transaction, whether it has matured into a 
decree or not should be treated only as a claim for interest under the 
hypothecation deed. 

80. The question however remains whether a debtor who has 
executed a usufructuary mortgage is entitled to the benefit of our relief 
provisions. In such a transaction no question of reducing the rate of 
interest arises because the profits derivable from the property were 
adjusted in a lump towards the interest as a whole. Further the fall in 
prices must have reduced the mortgagee’s profit as well. But a usu¬ 
fructuary mortgagee in Travancore has the right not merely to foreclose 
if the mortgage amount is not repaid but is entitled to proceed against the 
other assets of the mortgagor to realise that amount. At the time of the 
transaction the parties must certainly have found the property sufficiently 
valuable to cover the debt fully. In fact, the mortgage amount would 
invariably be much less than the price of the property. As a conse¬ 
quence of the depression and the fall in the price of land, it is often 
found now that the property may not fetch a price equal to the amount 
of the mortgage debt. When the mortgagee proceeds not only against 
the property mortgaged but against all the properties of the debtor just 
like any other creditor, is the debtor to have the reliefs which we are< 
allowing to an ordinary debtor or is he liable to have the whole amount 
of the debt immediately realised as against him? We..think that he 
should be entitled to claim as much of the reliefs as would apply to the 
transaction. He should be entitled to claim the concession of instalment 
payments and if the transaction is one dating from before I-1-1107, to 
the. reduction in principal allowed im case of prompt payments. 
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81. Where, however, the demand is not by the mortgagee for his 
money but by the mortgagor himself for the recovery of his property 
terminating its possession by the mortgagee, he should not ask for any 
such concession. He must act according to the general law of 
mortgages and deposit the whole mortgage amount before claiming to 
determine the transaction and recover possession of the property. 

Pending S aits. 

82. The application of the irelief provisions to la pending suit 
presents no difficulty. The claim made in the suit has to be revalued 
and recalculated under these provisions and the suit proceeded with 
on that basis. 

Decrees. 

83. We have already decided that decrees which have not been 
executed at all or which have only been partially discharged should 
be subject to the operation of the relief-provisions. In either case, 
the amount due under the transaction which has matured into a 
decree should be determined by the application of the relief-provisions 
above laid down and the amount fius arrived at should be substituted 
for the amount fixed originally in the decree. The provisions as to the 
scaling down of the debts will however not apply to the costs decreed 
or incurred in execution or any expense incurred in protecting the 
property by a mortgagee or other person lawfully in possession of it. 

84. Any payments or adjustments made towards the discharge of 
the decree-debt should be deducted out of the new decree amount and 
the decree should thereafter be executed only for such balance of that 
amount as may be found due. If it is found that the whole of the 
newly fixed decree amount or more has been thus paid or adjusted, 
the decree should be struck off. To any balance remaining due, all 
the relief provisions as to the reduction of principal, future rate of 
interest and payment in instalments should be held to apply. 

Court sales of immovable property. 

85. We have already said that no confirmed sales should ordinarily 
be re-opened. But where a sale has not been confirmed, the relief 
provisions should on the application of the judgment-debtor or any 
subsequent encumbrancer of the property be applied to the decree in 
execution of which the sale took place; and if it is found that on 
the date of the sale the amount due under the decree as scaled 
down was less than the amount for which the property was sold, 
the sale should be set aside. When that is done, there are certain 
equities that have to be maintained. We propose that, in such a 
case, the decree-holder along with such other decree-holders of the 
judgment-debtor as on the date of the sale had validly claimed rateable 
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distribution should have a charge, subject to previous charges, if any, 
existing on the date of the sale, on the property sold for the amount 
actually due to him under the decree as scaled down. If the purchaser 
in the court-sale was a stranger he, too, should have a charge on the 
property for the purchase money deposited by him or such part of it as 
is not refunded to him on the cancellation of the sale, such charge being 
prior to that of the decree-holder mentioned above. 

86. Since the constitution of this Committee, there have been 
persistent complaints that creditors have been making strenuous efforts to 
execute decrees speedily and that many sales of immovable property are 
taking place since then. There were proposals in the Committee itself 
to recommend to Government measures for the immediate stay of all 
executions pending the deliberations of this Committee and any action 
that might be taken on the report that the Committee may submit to 
Government. We were not in favour of such a step. At the same 
time, to counteract the alleged speeding up of coercive measures in the 
execution of decrees, we have decided that court sales taking place 
subsequent to 1-12-1114—approximately the time when the Committee 
was constituted—should be dealt wth differently from other sales. 
The court-sales after that date even though confirmed should, we think, 
be liable to be re-opened like un-confirmed sales. The haste with 
which proceedings are alleged to be pushed through because of the 
constitution of this Committee would then not unduly help the creditor 
or prejudice the debtor. 

87. There are certain classes of creditors in whose cases the relief- 
provisions that we have recommended should not be applied in to to. 
Banks, co-operative societies, chitty foremen, lenders of paddy and 
traders, in our opinion, require some special treatment. 

Debts due to Banks. 

88. Banks occupy a some-what peculiar position. They depend 
altogether upon credit. They are debtors almost to the same extent 
that they are creditors, i The money which they lend out is money 
which has been left with them by others who can claim repayment 
either whenever they choose or after the lapse of a short fixed period. 
As a debtor a bank is in a worse position than any other debtor. 
For, it cannot with impunity postpone payment of a debt even by a 
single day without losing its credit and virtually ceasing to exist. 
Banks therefore do not wish as debtors to be brought within the 
operation of the relieving provisions proposed by us. 

89. What should be their position as creditors ? Mr. Jacob 
Cheriyan, the representative of Banks on our Committee, claimed that 
banks should be completely excluded from the purview of our enquiry. 
The claim amounts to this—that^banks should, have the right as before, 
of realising their dues with interest at the agreed rate, subject only to 
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the restrictions imposed by the already existing Statutes. A bank’s 
debtors will not be entitled to the benefit of the reduction in the rate of 
interest proposed by us or of the provisions for repayment in instalments 
or in short of any of the relieving provisions we are recommending. 
He also pointed out that this was, in Travancore, a period of crisis for 
banks. Many banks have collapsed. Faith in banks generally is much 
weakened and even now the rush on hanks has not stopped. To cripple 
their resources at such a time would be very disadvantageous and some¬ 
times ruinous to them. It has also to be remembered that the provi¬ 
sions, with their retrospective operation, would work great hardship 
upon banks which have conducted their operations during all these years 
on the assumption of the steady value of their assets. On that basis 
they would have paid cesses and taxes and declared and paid dividends. 
To reduce those assets by a new law would be depriving them of the 
equivalents for the payments already made by them. He also pointed 
out that similar legislation elsewhere has either excluded banks or 
provided special treatment for them. 

90. Dealing with this last point, first, we find that in the recent 
Cochin Legislation (Act XVIII of I 114) banks are not excluded. In 
the recent Madras Act No. IV of 1938 too, banks have not been 
excluded, though certain transactions of banks are taken out of the scope 
of the Act. In Travancore, during the boom period, banks sprang up 
like musbrrooms. At the end of 1114, there were 221 of them. 
Many of them were run on anything but proper scientific lines. The only 
object they kept before them was the netting of depositors and share¬ 
holders. This was done by offering high rates of interest to depositors 
and declaring high dividends not justified by the financial condition of 
the banks. Most of them had no satisfactory “reserve fund When 
the banking crisis came, naturally, many of them could not continue 
and have had to go into liquidation. We do not think that there is any 
need to treat banks which have ceased to function in any way different 
from other creditors. Nor do we think that even among banks that 
continue to do business, any special concession should be given except 
with regard to transactions which are not unworthy of a good bank. 
Transactions carrying such high rates of interest as are usually associated 
not with banks but with professional money-lenders, do not, in our 
view, deserve any special consideration. After a careful and anxious 
consideration of both sides of the problem* we have decided to exclude 
not certain particular banks or classes of banks but certain transactions 
of banks. In the Madras Act, the exclusion from the operation of the 
scaling down provisions is only of transactions on which interest is not 
charged at more than 9 per cent, per annum (Section 10 (iii) of Madras 
Act IV of 1938). We think that a similar provision is all that can 
reasonably be claimed for the protection of banking concerns doing 
business in Travancore. 
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91. It was suggested that all scheduled banks, /. e , banks which 
are recognised by the Reserve Bank of India, should be totally excluded 
from the operation of our proposals. A scheduled bank differs from 
other banks in having a share capital not falling below a prescribed 
minimum and having a deposit with the Reserve Bank of a percentage 
of its funds. It is said that there is a guarantee of greater stability in 
the case of such banks. The fate of the Travancore National and 
Quilon Bank detracts, to a great extent, from that claim. Besides, our 
proposals are based not so much upon the stability or otherwise of a 
bank as upon the reasonableness or otherwise of the burden of its loans 
upon borrowers. The rate of interest charged is, with us, the main 
consideration. As the same bank often charges interest at different 
rates on different transactions, we have decided to follow the Madras 
provision and exclude transactions that charge interest at a reasonable 
rate. The provision, therefore, that we propose, is that such transactions 
of banks as carry a rate of interest not higher than 9 per cent, per 
annum should be altogether exempted from the application of any of the 
relief measures. But transactions carrying a higher rate of interest than 
9 per cent, per annum will come within their operation. Having regard 
to the peculiar nature of banking business we, however, propose that the 
calculation of interest in the latter cases should be, not at the general 
rate we have laid down but at 9 per cent, per annum simple interest. 
The above provisions will apply without distinction to all banks except 
those excluded in paragraph 34 of this report. 

Debts due to Co-operative S ocieUes. 

92. The Agricultural Debt Redemption Committee recommended 
that members of Co-operative Societies should not altogether be excluded 
from the benefit of the debt relief measures available to the rest of the 
agriculturists, but considered it inexpedient that their general proposals 
for relict should as such apply to debts due to Co-operative Societies. 
They thought that the Registrar’s control over the societies should not 
be weakened in any way and they therefore provided for the institution 
of special Debt Conciliation Boards for Co-operative Societies, 
preferably on the recommendation of the Registrar. In Act III of 11 12, 
however, these recommendations were not implemented. It excluded 
co-operative societies altogether from the scope of the provisions for 
conciliation purposes. 

93. In support of such exclusion, it may be urged that Co-operative 
Societies and financing banks are invested with wide powers of scaling 
down debts due from members and reducing the rates of interest and 
also for helping the clearance of prior debts by means of long-term 
loans. It may also be noted that Co-operative Societies have been 
excluded in Madras and Cochin. 

94.. The main argument in favour of such exclusion is that co-operative 
societies which are still in their infancy should not have their 
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finances crippled by their realisable assets being compulsorily reduced. 
In the words of Mr. Rajagopalachari, the ex-Pretnier of Madras, it will 
be ‘unfair and suicidal’ to excuse agriculturists from paying their debts 
to Co-operative Societies,'as Co-operators are, in principle only borrow¬ 
ing from among members and . it will not be right to treat them as an 
outside body. In fact, one of us, Mr. Ramachandra Rao, the Registrar 
of Co-operative Societies, is, for these reasons, against debts due to 
Co-operative Societies being brought within the scope of the relief 
measures that may be recommended by this Committee. The question 
of necessary relief to their debtors should, according to him, be left to 
the General Bodies of the Societies themselves under the control, if 
necessary, of the Registrar. 

95. We are not satisfied, however, about the efficacy of leaving 
relief to debtors to the goodwill of these societies while creditors 
generally are subjected to legal compulsion in that respect The power- 
to grant concessions to debtors, is not peculiar to Co-operative Societies. 
Every creditor may, if he chooses, reduce the interest due to him or 
even the principal. What is wanting is the will to do so and experi¬ 
ence has shown that Co-operative Societies are not, as a rule, more 
inclined to be generous in that respect than the average creditor, so 
that compulsion becomes as necessary in their cas e as in the case of 
other creditors. It would not create more bad blood between societies 
and members. “ It would piovide an opportunity for writing off 
the bad debts of societies which had made reckless advances in the 
boom period and even after depression set in. From the point of view 
of the debtor, too, it would be better to deal with his whole debt”. 
(Prof. K. C. Ramakrishnan, University of Madras, at Page 99 of the 
Indian Co-operative Review, March 1939). 

96. There does not appear to be much point in denying to the 
individual debtor of a Co-operative Society the relief which he would 
have been entitled to if he was outside the co-operative fold. There is 
no gainsaying the fact that it is as a result of the easy and facile credit 
that Co-operative Societies offered that many of the members of Co¬ 
operative Societies have become immersed in debt. The volume of 
debt due to Co-operative Societies has substantially increased the 
burden of indebtedness among the rural population. In fact, persons who 
owe money to Co-operative Societies are in some cases worse sufferers 
than other debtors on account of the special penalties enforced by Co¬ 
operative Societies againsf defaulting debtors. 

The rates of interest prescribed are rather high and, calculated 
with the penal interest levied in cases of default, the interest would 
often work up to the unconscionable rate of 15f per cent per annum. 
Though the conditions of the original iloan might have been favourable 
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and beneficial to the punctual repayer, the number of people that could get 
any advantage from them is very limited on account of the economic 
conditions prevailing during the last decade tending to make almost 
every borrower a defaulter. 

97. We have, therefore, come to the conclusion that all the relief 
provisions we have proposed regarding scaling down of debts should 
apply also to Co-operative Societies and Co-operative Banks. The only 
special concession that we think they should have on account of their 
peculiar position is that the maximum rate of interest realisable shall 
be 9 percent simple interest per annum instead of the soncrai late 
fixed by us. The practice of levying penal interest on Co-operative 
transactions should be absolutely prohibited. 

98. The provisions already proposed relating to the re-opening of 
court sales should be extended to revenue sales conducted for the 
recovery of amounts due to Co-operative Societies. 

Chilly Debts. 

99. Till recently the chitty as an institution for the investment ol 
small savings and a source of credit for a class of long term loans 
repayable in instalments was a useful rural institution. The develop¬ 
ment of banking business has practically .dislodged the chitty from 
that position. What benefit the small investor or borrower got 
from the chitty was very costly. In some cases chitty transactions 
worked out at an enormous rate of interest against the bidder of the 
chitty. The Banking Enquiry Committee and the Agricultural Debt 
Redemption Committee have suggested the desirability, as urged before 
them by witnesses, of prohibiting altogether the future flotation of 
chitties. In spite, however, of the growing distrust of chitties, the 
banks began to conduct chitties and chitties thus became, as it were, 
urbanised. Needy people continued to patronise chitties as a speedy 
means of raising money. The fear of the ultimate consequences to the 
unwise subscriber bidding the chitty at an impossibly high discount was 
not strong enough to deter him in the hour of need. Prized subscribers 

■ defaulting to pay future subscription became the rule instead of the 
exception. This resulted in the ruin of the foreman who could not, 
naturally, himself afford to pay amounts which subscribers ' were 
expected to contribute, as well as of the defaulting subscribers them¬ 
selves on account of the penal provisions to which they were subject 
under the chitty scheme. 

100. ' A substantial portion of the total indebtedness in the State 
consists of chitty debts. The finding of the Agricultural Debt Redemp¬ 
tion Committee is that they constitute 17 per cent, of the total debts. 

101. By'the nature of a chitty scheme, the foreman and the subs¬ 
cribers are, in one sense, debtors. The foreman is a debtor to a 
defaulting non-prized subscriber to the extent of the subscription actually 
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paid in, and to a prized subscriber to tbe extent of the prize 
amount. He has promptly to pay up the bid amount whether all the 
subscribers punctually pay their subscriptions to him or not. This he 
has to do regularly till the end of the chitty. He has further to meet 
the contingencies of the defaults made both by the prized subscribers and 
by the non-prized subscribers. It is not rare, especially since the 
depression set in, to find a foreman compelled to strain his resources to 
the utmost in order to discharge his obligations. He often borrows at 
a very high rate of interest. In many cases, his credit snaps and the 
chitty collapses. There are also not wanting instances of dishonest fore¬ 
men who collect all the subscription they can an,d evade the payments 
that they have to make. On the other hand, the foreman is a creditor 
as regards the prized subscriber defaulting the payment of future 
subscriptions. Both these classes of debts—the debts of the foreman 
and the debts of the subscribers—have to be dealt with. 

102. ' We do not think that there can be any justification for 
excluding these debts from the operation of the relief-provisions we are 
recommending. The very fact that the foremen are both creditors and 
debtors will make it equitable to apply the provisions both to the debts 
payable to them and to the debts payable by them. 

103. It was suggested that chitties conducted by banks should be 
put on a different looting. But we do not find any need for such 
special treatment, Chitties are not the proper business of banks and 
debts arising out of their chitties may well be treated exactly like other 
chitty debts. Our conclusion is that all the^relief-provisions should 
apply to all chitty debts whether due by the foreman or by a subscriber. 
On such debt falling due before the date of operation of the Act 
embodying the above provisions, the maximum interest chargeable shall 
however be at 6 per cent, per annum for secured as well as for un¬ 
secured debts. 

104. In the case of chitties started or running after the da'e 
mentioned above, interest may be calculated at 6 per cent, for secured 
debts and 9 per cent, for unsecured debts on all amounts subsequently 
becoming due by or to the foreman. The penal provision usual in chitty 
variolas directing defaulters to pay all future subscriptions in a lump 
appears to be inequitable. We think that such a provision should not 
be enforced hereafter. The foreman should get only the amount of each 
defaulted instalment as it falls due with interest thereon from that date. 

As suggested in the report of the Agricultural Debt Redemption 
Committee, the foreman may, after default, sue for each instalment 
separately or for all the future instalmen ts together. In the latter case 
the decree should, however, direct that the amount due on each future 
instalment should be realisable only alter ihe due date for that 
instalment. 
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Paddy Loans. j 

105. Paddy loans are a special feature of Kuttanad cultivation. 
They form the chief means of financing agriculture there. They 
are common also in the Muvattupuzha Taluk. Nr ’n these places 
agricultural labourers are paid their wages in •paddy. Other services 
also are remunerated in kind. This is evidently the survival of a time- 
honoured system when money was scarce and barter economy, was pre¬ 
valent. In spite of the fact that money has come into greater circulation, 
payment in kind is resorted to wherever possible even now. For 
a Kuttanad agriculturist, a certain amount of paddy is therefore an 
essential requisite for carrying on his cultivation. This accounts for the 
large number of paddy loans among the cultivators of that area. 

106. The Agricultural Debt Redemption Committee found that with 
the exception of 10 to f.5 per cent, of the cultivators, all the Kuttanad 
agriculturists are indebted and that paddy loans formed a substantial 
portion of their debts. 

1 07- The rate of interest allowed by custom and by law on paddy 
loans is higher than that on money loans. That is the only complaint 
that a debtor can possibly have with regard to paddy loans. The effect 
of the fall in the price of paddy has been rather an advantage to the 
debtor, for he has to repay paddy which now is not worth half its value 
in the pre-depression period. If he pays it back in money, he has to pay 
less money than the price he would have had to pay for the paddy he 
borrowed at the time of the loan. Our colleagues, Messrs. Ananthasiva 
Iyer and Venkitachalam Iyer themselves creditors in paddy transactions 
explained the peculiar features of paddy loans. They said that the 
creditors'were really doing a great service to the agriculturists often 
encouraging cultivation by adhering to the usual custom of loaning out 
paddy even at times when they could have made greater profit, by selling 
the paddy at high prices. There is also the circumstance that the 
creditor who stores paddy for lending has certain special difficulties and 
losses to meet. Some of them are enumerated below 

1. The Creditor has to incur expenses and losses for the stocking 
and preserving of large quantities of paddy ■ for being loaned 
out to the debtor to meet his seasonal requirements; 

2. A certain proportion of the paddy stocked shrinks on account 
of driage and some of it gets spoiled by keeping. 

3. Rats do considerable havoc on the paddy stocked. 

10ft The Agricultural Debt Redemption Committee considered all 
these points and thought that if interest was reduced to one half of the 
contract rate or 6 per cent., which-ever was higher, and the debt was 
discharged within one year from the date of Act III of 1112; or 
if the amount of paddy outstanding as principal at the last settled 
transaction was converted into money at the market rate prevailing at 



the date of conversion; and if future'paddy loans too were treated as 
money loans on that basis, the hardships connected with paddy loans 
would be minimised. The Agriculturists’ Relief Act provided that the 
rate of interest on past paddy transactions should not be calculated at any 
rate exceeding 6 per cent, per annum and on future transactions at any 
rate exceeding 9 per cent, per annum. This provision does not appear 
to have materially helped the borrowers of paddy as the depression has 
crippled their resources aid consequently left them unable to find even 
a small balance after bare maintenance to pay off at least the interest on 
these [transactions. The creditors were also dissatisfied with this 
provision as the calculation of interest from the actual date of the loan to 
the actual date of repayment affected them adversely, as paddy can be 
loaned out only once a year on whatever date it is actually measured out 
- and has to be stored at the expense of the creditor till then. Though the 
loan is for the cultivation season, the interest is usually and, quite rightly 
in the circumstances, calcula'ed for the whole year. The change from 
this practice is said, therefore, to be unfair and unjust to the lender. 

109. On a careful consideration of these points, we have come to 
the conclusion that the proposals made by the Agricultural Debt Re¬ 
demption Committee are not really helpful. In many cases the provision 
for transmutation of the paddy into money would be distinctly 
disadvantageous to the borrower as the loan was usually taken when the 
price of paddy was high and repaid during the harvest season when the 
price was low. We think that in fairness to both parties, the old system 
of repayment in kind should be retained. This would save these paddy 
transactions from the effects of fluctuation in the value of money and the 
consequent economic repercussions. The provision for repayment in 
kind makes it unnecessary to make any recommendation regarding the 
principal amounts due under paddy transactions. As, however, the 
prevailing rates of interest on such transactions are high and heavy 
arrears of interest have accumulated, we think that some reduction in 
the rate of interest is necessary. But in view of the peculiar nature of 
paddy transactions, we would fix the maximum at 6 per cent, per annum 
on past transactions whether the debts are secured or unsecured. As 
for future transactions, we do not propose to make any distinction 
between paddy loans and money loans. It should be understood that 
where a loan has been taken for the cultivation season and interest has 
been agreed as payable for the whole year, the latter agreement should 
be enforceable. 

Trade Debts. 

110. Debt legislation in other parts of India being confined 
to agriculturists, the obligation arising from trade transactions did 
not come within their purview. The Travancore Agriculturists’- 
Relief Act III of 1112 .excluded trade debts from its general provisions 
but included them for purposes of conciliation, an agriculturist, being 



38 


entitled! to claim the benefits of conciliation in respect also of debts in¬ 
curred by him for purposes of trade. Many of the articles consumed in 
our country have to come from outside, and as the law passed here will 
not affect outside creditors, our wholesale merchants directly importing 
goods would be obliged to pay the whole amount due from them- 
They supply goods to smaller merchants and they in turn to retail 
merchants, mostly on credit. The ability of the wholesale merchant to 
pay foreign suppliers in Bombay, Karachi, Rangoon, Cochin or else¬ 
where depends upon his ability to realise the price of the goods supplied 
by him to the smaller merchants who in turn have to get their dues from 
the retail traders. Merchants are like banks, both creditors and debtors. 
If the chain is snapped anywhere, the whole system will, it is said, be 
dislocated, For these reasons, Mr. Mohammed Jaffar Hassan Sait, the 
Trade representative on our Committee, urged that we should not do 
anything that would adversely affect the course of trade and that we 
should leave trade-debts alone as most other legislation in India has 
done. We have also received representations from a meeting of 
merchants at Alleppey to the same effect. 

111. Though the effect of the legislation we propose would cause 
some inconvenience to the actual importer of goods from outside, we 
have not much choice in the matter, ihe consumer has been, and can¬ 
not but be, brought within the ambit of the relief provisions and the 
retail trader can realise his dues from him only subject to their operation. 
The immediate question then is whether that retail trader is to get any 
relief or whether he is to be obliged lo pay the merchant above him in 
the scale the whole debt without any reduction, in spite of himself 
being allowed to realise only less from his customers.- Ultimately it 
resolves itself into a choice between loss to the wholesale merchant and 
loss to the retail trader. The former will on the average, be 
better able to bear it than the latter. The loss too will be only a small 
proportion. It has however to be ensured that the relief measures do 
not affect the actual turn-over now. We do not propose to make them 
applicable except, as to the rate of interest, to accounts still running. 
Dues under dead accounts, that is to say, trade dealings that have 
ceased altogether, are really merely old debts and we do not see any 
harm in treating them like other debts. 

112. We have therefore decided that trade debts should also be 
brought within the operation of the relief provisions we have recommended. 
But as in the case of banks, we are in favour of allowing a 
higher rate of interest for trade debts. We fix the maximum realisable 
at 9 per cent per annum. And in order to protect current dealings as 
stated above from becoming frozen, we decide tjiat as regards dealings 
which have continued or arisen after 1-1-11 1?, the provision as to re¬ 
payment of debts in instalments should not apply. Subject to these 
reservations, all the relief measures we have already proposed will apply 
to trade debts also. 



CHAPTER V, 

Agency For The Administration Ot The Relief Measures,. 

113. The short-comings of the Agriculturists’ Relief Act 111 of 
]112 have been pointed out in the previous chapter. They contributed 
to the virtual iailure of the Conciliation Boards. The very meagre out¬ 
turn of work of the conciliation boards by itself proved their limited 
capacity for relieving indebtedness. 

114. The following is the statement showing the results of the 
working of the Boards. 


(See overleaf) 



Statement showing the Working of the Conciliation Boards in Traoancore 

from 2.11-1112 to 31-1-1115. _ 
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115. Government themselves were convinced that Conciliation 
Boards as they were constituted under the Act could not settle the 
debts of the agriculturists. 

116. We have now proposed that debts should be compulsorily 
scaled down on certain definite lines prescribed in a statute. There 
is no further need therefore for an agency to persuade parties to settle 
their debt transactions amicably. The law providing for reduction of 
debts has to be applied to individual cases arising, just like any other law. 
The courts would be the proper agency for that work. There is also 
the further fact that we have proposed to apply the relief provisions to 
pending suits and to decrees pending execution. Dislocation of the 
work of courts would ensue if a separate agency were entrusted with 
that work. We are therefore of the opinion that the working out of the 
relief provisions should be done by the Civil Courts themselves. ft 
would, no doubt, be necessary to strengthen the judiciary for a few 
years to enable it to deal promptly with the proceedings for applying 
the new law. To leave the existing courts to cope with the new work, 
which must be very heavy, along with their usual work would never 
afford the prompt relief to the debtors and speedy payment to the 
creditors, which alone would fully secure the benefits anticipated from 
the compulsory measures we have recommended- We trust that the 
Government would promptly take the, necessary measures and complete 
the relief work in a short period of two or three years so as to create 
a healthier financial atmosphere in the state as early as possible. 

117. We would provide that all applications to the court to apply 
the relief provisions to existing debts whether they have matured into 
decrees or not, should be made within 90 days of the coming into 
force of the proposed Act. The debtor should have the right to make 
such an application even when there has been no suit on the debt. 
One of the main defects in the British Indian enactments of the kind, 
pointed out by critics, is the absence of a provision enabling a debtor 
to start the proceedings. He is the party who would be directly bene- 
fitted by the application of the relief provisions and should certainly 
have the right to ask for it. We therefore recommend that such an 
application regarding a debt which has not already become the subject 
of a suit, should be registered as a pia : nt and dealt with as such. If it 
affects immovable property, registration fee should be paid on it as if 
it were a plaint regarding such immovable property. 

I 18. When a decree has been passed and has to be re-opened for 
the purpose of revaluation of the claim of the creditor in accordance 
with the relief-provisions now proposed, the application therefor should 
be treated as an application for an amendment of the decree and the 
decree should be amended in accordance with the order that may he 
passed on the application, 
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! 19. In order to enable the court to deal effectively with the 
application, it should contain the complete history of the transacfion and 
a specific prayer as to the p-.rticular mode of relief which the applicant 
wants the court to administer. 

120. It has been suggested by the Agricultural Debt Redemption 
Committee that when a debtor is prepared to place all his properties at 
the disposal of the court for the payment of his debts and it is found 
that they are insufficient to meet them in full and leave a sufficient 
surplus for his maintenance, a percentage of the property should be 
allotted to him free of all liabilities for his maintenance and the rest 
alone utilised for the payment of the debts pro rata. We think that in 
the abnormal circumstances that have resulted in the wide-spread 
inability of the debtors to meet their liabilities, the suggestion is worthy 
of acceptance. A definite percentage in all cases, however, is unsuitable. 
A debtor who has much property and more debt is likely to be left 
very rich at the expense of his creditors It is therefore necessary to 
fix a maximum for the allotment for the debtor’s maintenance and we fix 
it at Rs. 5UC0. Having regard to the general standard of life. even 
among the middle classes, no person who is not able to pay his debts in 
full need be allowed more than that amount. We therefore propose that 
in such cases, a provision in cash or property of the value of Rs. 5000 
or 25 per cent, of the assets of the debtor, whichever is less, should be 
set apart, free of all liabilities, for the subsistence ol the debtor and his 
family. To enable the debtor to get this concession, he should apply 
to. the court for administration of his property for the discharge of his 
debts offering unconditionally to leave all his’property at the disposal of 
the court for distribution among his creditors. 

121. We know how owners of even small bits of land in our 
country cling to them with a tenacity which is often pathetic, buoyed up 
by hopes which are patently fantastic and unrealisable. We cannot 
encourage ‘kuch unreasonable expectations which would ultimately be 
ruinous to the parties themselves and increase the volume of work of 
the courts later. In order to discourage such a mentality, we would 
offer advantages to the reasonable debtor which the unreasonably 
optimistic debtor would not get. The latter, if he chooses to apply for 
it, will be allowed the concession of payment of his debt in instalments. 
It should, however, be made clear that he cannot recklessly play fast 
and loose in the matter. Having asked for and got the concession once, 
he should not after defaulting certain instalments, when'threatened with 
the consequences of the default, claim to be allotted the subsistence 
allowance under the above provision, leaving his creditors to get what 
they can out of the balance of bis assets. In his case, we would reduce 
the subsistence allowance to tbe equivalent of Rs. 3,000 or 15 per cent, 
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of his assets, whichever is less. In allotting properties for subsistence, 
the courts should, wherever possible, include the debtor’s dwelling 
house in the allotment. 

122. Provision has also to be made for another contingency* 
Where a debtor, who has secured the concession of instalment pay¬ 
ments of his debt, defaults payment of th,e instalments prescribed, he 
himself may be more interested in holding possession of his properties 
as long as possible than in leaving them to the Court for administration 
and getting his subsistence allotment. To prevent his being able to do 
that, the creditor too should, if he chooses, be given the right in that 
case, to apply to the court for the administration of the debtor’s proper¬ 
ties in accordance with the above provisions. 

123. Where there is a dispute between the parties as to the amount 

of the debt, the time taken by the court in settling that dispute should 
not work hardship either on the debtor or the creditor. The debtor 
should not lose the benefit of prompt payment nor should the creditor 
without being paid anything for a long time have to forego the prescribed 
percentage of his debt. We think it therefore necessary to provide that 
when the benefit of a reduction of'the principal by 20 per cent, is 
claimed in the application and there is any dispute as to the amount that 
will be actually due on scaling down under the relief provisions and 
the court is satisfied that the dispute is not likely to be finally settled 
within 90 days of the date of application to the court, the court should 
pass within that period a preliminary order settling in a summary manner 
the approximate amount due. The debtor should pay this approximate 
amount within 15 months from the date of the coming into operation 
of the proposed enactment. If the final decision of the court is that a 
larger amount is due, the difference shall be paid either within fifteen 
months from the date of the coming into operation of the proposed Act 
or within three months from the date of such final decision whichever 
will give the debtor longer time for payment. * 

1 24. The other concession proposed is the provision to pay the debt 
in instalments. We think that the maximum period to be covered by 
the instalments and the frequency of the instalments should be definitely 
fixed and not left to the discretion of the courts. As already stated, 
we have fixed them at eight years and sixteen half-yearly instalments 
for, debts before 1-1-1107. For debts after that date, we would allow 
'twenty instalments and a total period of ten years. In order to 
ensure regular payment of the instalments, it is necessary to impose 
a penalty on default. The Agriculturists’Relief Act III of II12 has 
provided that, on default of three consecutive instalments, the creditor 
would be entitled to realise in a lump the whole of the debt remaining 
due. We would recommend the retention of this provision. 
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! 25- It is also necessary that a debtor who gets the concession of 
instalment payments should have no chance of disposing of his property 
pending such payments. We would adopt the principle underlying 
the provisions of Section 33 of Act III of 1112. Every debtor 
applying for the concession of instalment payments should offer all his 
properties or as much of them, as the court finds sufficient, as security 
for the whole amount of the debt due. If the application is allowed, a 
charge would ipso fado be created on the properties constituting the 
security as from the date of the application and would continue to 
subsist until the debt is fully discharged. 

126. When the debtor has no property at all or not sufficient 
property to offer as security to cover the whole debt, the court, if it is 
satisfied that he has bona fide provided as good security or surety as 
he is capable of providing, shall grant him the concession of instalment 
payments and such security or surety shall then stand charged with the 
debt from the date of the application till the debt is fully dis¬ 
charged. 



CHAPTER VI. 


TVavancore Credit Bank. 

127. No scheme for the relief of indebtedness can be really helpful 
unless it is supplemented by adequate provision for the discharge of the 
scaled down debts. The very object of the scaling down of a debt 
is to enable the debtor to pay it off within a reasonable time. It is 
obvious that if the creditors are able :o obtain actual payment, the 
scaling down of debt will not be felt as a great hardship. Unfortu¬ 
nately, the debtors are rarely in a position to pay cash or its equivalent 
even at the reduced figure, it is here that a financing agency has to 
step in. 

128. One of the most valuable criticisms made of the debt relief 
legislation in British India is that pari passu with such legislation there 
is no provision made to enable the agriculturist to repay his scaled 
down debts. The absence of such a provision not only makes the 
provisions for relief purely theoretical but makes the scaling down it¬ 
self meaningless. They only serve to irritate the creditor and tantalise 
the debtor. The creditor feels that he is being robbed and the debtor 
finds that the hopes he had entertained of becoming free from his debts 
were but vain imaginings. 

129. The crux of all debt relief arrangement? is the provision of an 
effective mode of redemption of the compounded debt. This became 
evident in the working of the Agriculturists’ Relief Act III of |1]2. 
The Conciliation Officers found that the absence of proper financing 
agencies to lend money to the debtors to clear off the scaled down debts 
made conciliation almost a sham. The Chief Conciliation Officer has 
stated :— 

“The importance of suitable credit agencies to advance money to 
pay off the conciliated debts cannot be over-emphasised 
' because experience has shown that the one form of settlement 
that appeals most to the creditor is the offer of cash payment, 
though it is much less than the amount actually due to him- 
Neither the offer to pay in instalments nor the offer to convey 
portions of the debtor's properties which are the modes of 
conciliation generally adopted now, holds out much attraction 
to creditor s because most of them do not care to have 
immovable properties at all and because they know from 
' bitter experience that the debtors are not likely to act up to 
the agreements to pay in instalments. Many of the creditors 
for example, Chitty foremen, bankers etc., are themselves 
debtors and they can ill-afford to wait for the period covered 
by the instalments,” 
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130. The Agricultural Debt Redemption Committee of T935 re- 
cognised the importance of a financing institution to pay off the concili¬ 
ated debts. At that time, a state-owned and State-managed Land Mort¬ 
gage Bank was functioning in Trivandrum. The bank was a department 
of Government. The valuation of the properties offered as securities for 
loans and the scrutiny of the debtors’ title to them were done by officers 
of the Government. It was financed entirely by Government. It used 
to grant loans for the liquidation of prior debts charged on agricultural 
land in the possession of the borrower. That bank was established by 
Government as an‘initial step’ in affording facilities for the agriculturists 
of the State to get long-term credit (Vide G. O. F. L. 1940 dated 
15th December 1931 constituting the Bank) In the course of the 
working of the bank, it was revealed that there were inordinate delays in 
the issuing of loans consequent mainly on the long time taken for the 
submission by the local officers in the various parts of the State of 
reports about the sufficiency of the security offered. There was also a 
feeling that the capital at the disposal of the bank was not sufficient to 
admit of expansion in response to the demands likely to be made on it. 

131. The Agricultural Debt Redemption Committee felt that the 
restricted scope and inevitable dehys of the State Land Mortgage Bank 
would not permit that institution to render adequate service in a general 
scheme of debt relief. They were of the view that the Land Mortgage 
Bank should be reconstituted so that it might be mede an effective 
instrument for liquidating debts as conciliated by the Debt Conciliation 
Boards. For that purpose they recommended that the bank should be 
provided with adecjua'e funds to meet the large demands that might be 
made on it and that debentures might be issued to the creditors to the 
extent of conciliated amounts, provided the security offered by the 
debtors was adequate for the purpose. 

132. -With a view to making conciliation popular, they suggested 
that in advancing loans,from the land Mortgage Bank, preference should 
be given to applications for loans for the purpose of liquidating debts 
settled by the Debt Conciliation Boards. They recommended that the 
Bank should be converted into a share-holders’ bank with the Govern¬ 
ment as a substantial share-holder having effective control over its 
^management. They also suggested certain modifications to be effected 1 
in the method of its working. They further recommended that in order 
to ensure adequate funds for its working it should be empowered to 
issue debenture bonds guaranteed by the Government. 

133. Government had already in the G, O., constituting the State 
Land Mortgage Bank stated that they would be ‘glad to hand over the 
whole concern to a suitable private agency’. In response to that Com¬ 
mittee's recommendation,- therefore, the Government abolished the State 
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Land Mortgage Bank and by Act IV of 1113 constituted the Credit 
Bank as a share-holders’ bank under the effective supervision of the 
Government and with power to absorb the Land Mortgage Bank which 
then ceased to exist as such. It took over the assets and liabilities of 
the Land Mortgage Bank and automatically, therefore, the loans that had 
been issued by the Land Mortgage Bank with the securities. attaching 
to them. It was hoped that the services of the new bank would be 
availed of more widely by agriculturist-debtors taking advantage of the 
work of the Conciliation Boards. But the hope has not been realised. 
The total number of applications for loans to pay off compounded debts 
received by the bank till the end of Thulam 1115, was only ten, and 
their value only Rs. 19,500. None of even those applications had till 
then passed the stage of investigation. 

134. It is obvious that in order to make the bank popular with 
debtors, some radical changes have to be effected in the methods of its 
working. We understand, that there will be no obstacle to the Bank’s 
issuing debenture bonds for a fairly large amount with the guarantee 
of the Government. It should, therefore be possible to make it really 
helpful to the people in their attempt to escape from the slough of debt 
in which they are now floundering. 

135. After long and careful consideration of the problem, we make 
the following suggestions for consideration and adoption by the Govern¬ 
ment and the Credit Bank. 

1. The bank does not now issue any loan below Rs. 200. We 
think that this limit has the effect of denying the utility of the bank to a 
considerable portion of the debtor class. 61 per cent, of the debtors 
in the State o we less than Rs. 200 according to the Census Report of 
1931. In this connection we should not lose sight of the fact that the 
sources of credit which, though costly, were available to the villager, 
have now run dry. We think that the minimum should be lowered to 
Rs. 100 so that the bank may be of help to a greater number of people 
among the poorer classes. 

2. The bank has now fixed the rate of insterest for loans at 5 per 
cent, per annum where the amount of the loan is not less than Rs. 20,000 
and at 5| per cent, per anum where the amount of the loan is less than 
Rs. 20,000.. Having regard to the general fall in the rates of interest, 
we would suggest a uniform rate of 5 per cent, per annum. Though 
the charging of a higher rate of interest on smhll loans is usual and may 
have good reasons behind it, in view of the present condition of the 
comparatively small debtor, it is desirable that the difference should be 
removed. 

3. There is a rule now that the bank may take steps to recover the 
whole amount of the debt due if payments of interest or instalments have 



49 


been in arrears for over 4 months. Mr. Ananthasiva Iyer, who repre- 
sents the Bank on our Committee, stated that though the rule was there, 
it was not being strictly enforced and that more time was allowed to the 
debtor to make up his default. We think that without inconvenience to 
the bank, the rule may be modified so as to postpone the right to realise 
the whole debt in a lump till after the next instalment and then too 
only on the contingency that the defaulted instalment with interest still 
remained unpaid. 

4. We think that the proportion of 50 per cent, of the value of the 
security as the maximum of the loan to be issued errs too much on 
the cautious side. In other agricultural countries, the maximum loan 
has in the case of long-term credit institutions been fixed variously from 
two-thirds to three-fourths of the value of the security offered. A-state- 
ment showing the maximum proportion of the value of the security ad¬ 
vanced as loan in some foreign countries, agricultural conditions of 
which are similar to those of Travancore is given below :— 

1. State Savings Bank of Victoria—Not more than 2/3 of the value 

of the property. 

2. State Bank of South Australia—Up to 3(4 of the borrower’s 

interest in the property. 

3. Rural Bank of New South Wales—2/3 of the Bank’s valuation 

of the property. 

4. Agricultural Bank of Tasmania—70 per cent, of the®capital 

value of the free-hold land 
as fixed by the Board. 

5. Agricultural Bank of Queensland—2/3 of the cost of the security . 

6. Land and Agricultural Bank of-—• 

South Africa —60 per cent, of the fair 

value of the property. 

7. State Advances Corporation, New 

Zealand —-213 of the value of the land. 

8. Farm Credit Administration, United 

States of America] —72 per cent, of the appraised 

value of the farm improve¬ 
ments and personal property 
mortgaged. 

The Credit Bank representative on our Committee urged that the 
securities of the bank should always be unimpeachable and marketable 
at the shortest notice. Even the contingency of the bahk having to 
take over properties in lieu of money would, Le says, be. undersirable. 
We agree with him but we are convinced that there will not be any 
real risk in raising the proportion (rom 50 per cent, to 60 per cent, and 
we Suggest that the rule be altered accordingly. 



§. it is tlie practice in the bank now to insist upon the payment by 
every applicant for a loan, of a fee of 2 per cent, on the amount of the 
loan applied for and a sum of Rs. 10 irrespective of that amount. The 
, fee charged goes to meet the cost of valuation, and scrutiny of the 
title deeds of the property offered as security. The lump sum charge 
at the flat rate of Rs. 10 per application, we understand, is mainly 
spent in taking an encumbrance certificate regarding such property from 
the Sub-Registrar’s office concerned.. As the rule now stands, even 
a person who applies for a loan of Rs 100 has to pay Rs. 10 with the 
application. The bank is not to blame for this state of affairs as the 
fee to be paid for an encumbrance certificate is a fixed amount what¬ 
ever may be the value of the property involved. As the object of the 
relief meajsures we have proposed is the speedy removal of the debt- 
incubus and as many of the debtors are poor persons with comparatively 
small amounts as their debts and the only source of credit for most of 
them in future may be the Credit Bank, we would suggest that where 
the loan applied for is below Rs. 2,000 no lump sum charge at all 
should be made. For amounts above Rs. 2,000, the present charge 
may be retained. We would also recommend that the Government 
should direct encumbrance certificates to be granted free of charge to 
the Credit Bank when the loan applications for which the certificates 
are wanted are for amounts below Rs. 2,000 and reduce the fee to a 
nominal figure in other cases. This is not by any means asking too 
much, for the only payment required from the applicant for a loan from 
the Land Mortgage Bank was a fee of one per cent. There was no 
lump sum payment at all. Out of the fee, only a sum of eight annas 
was paid to the staff of the Sub-Registrar’s office for the work they did 
in preparing an encumbrance certificate. In Madras too, the practice is 
to issue free certificates to Land Mortgage Banks. 

In the mean time we would suggest that the Credit Bank should 
grade the payment as below i, e., 

For applications up to Rs. 500 .... Rs. 3 

For Rs. 5U0 to Rs. 1,000 Rs. 5 

Over Rs. 1,000 ... Rs. 10 

Unless the lump sum payment required to be made on applications 
is reduced as we have suggested above, the poorer classes of debtors 
will find it almost impossible to avail themselves of the help of the 
Credit Bank. 

6. One important feature of the present working of the Credit 
Bank which practically precludes debtors from approaching it for loahs 
is the inordinate delay in disposing of applications for loans. This was 
noticed by'.the Agricultural Debt Redemption Committee in the Work¬ 
ing of the Land Mortgage Bank. This delay is mainly due to the fact 
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that the valuation of the property offered as security and the investi¬ 
gation of its actual possession, have now to be conducted by the 
Tahsildar. It is not surprising that such a busy officer, whose regular 
revenue work leaves him little surplus time, should put off doing this 
item of extra work thrust upon him as long as he possibly can. At t8e 
same time, we have to state that at least at the initial stages of the 
work of a bank like this, it may not be safe to leave such important and 
vital work as the scrutiny of the security offered, to casual or non¬ 
official agency over which sufficient and continuous control cannot be 
exercised. We would suggest that the Government should depute some 
responsible officers wherever necessary as full .time valuators of the 
security offered to the Credit Bank. Though not at first, later when 
t he work of the bank increases, it would be possible to meet the cost of 
{heir employment on this special work out of the'fees charged by the 
^ank on ban applications. 

The examination of title deeds also takes too much time now. 
When and where necessary, additional legal advisors paid either by 
the month or by the job should be employed to speed up that work, 
Unless the delay that takes place at present is radically reduced, the 
bank will not be of real help to debtors. We have in our proposals 
offered certain special advantages to debtors making prompt payments 
and the Credit Bank should so re-organize its working as to be of help 
to debtors desirous of reaping that benefit. 

7. rhe debt problem is acute all over the State and help has to be 

rendered, especially to the small man, in every Division, in every Taluk 
and in every Village. The fact that the bank is in Trivandrum and has 
no branch anywhere is a great handicap to the mofussil debtor wishing 
to get its help. He cannot afford to run up frequently to Trivandrum 
to get information as to the progress of his application or to take the 
various steps that may be necessary, to bring it to fruition. It is neces¬ 
sary therefore to have branches in all important towns in the State 
To start with, we would suggest that branches may be opened in the 
six stations where there are District Courts. The question of opening 
more branches may await the result pf the working of these main 
branches. - 

8. As an institution for financing debtors we can now think only df 
the Credit Bank. We expect that applications for loans from those 
whose debts may get scaled down under the proposals we have made 
will be so numerous that it may be difficult for the Credit Bank to help 
them all. If such a difficulty arises, we would suggest that as help is 
more urgently required in the case of the comparatively small debtor 
than in the case of a big debtor who may be able-to find other sources 
of credit, the bank should give preference to applicants the total of 
whose debts as scaled dowh does not exceed Rs. 5,000. 



chapter VII. 

Control of Future Debts, 

136. We have been asked to suggest measures for the prevention 
of the growth of future indebtedness. Control of future debts is a neces¬ 
sary corollary to the measures for the relief of existing indebtedness. 
The proposals for relief of the debtor will not have any real effect un¬ 
less they are accompanied by other measures to prevent him from fall¬ 
ing into further debt The object of the relief-methods obviously is„ 
“to put the debtor on his legs, to start him on a new career, to enable 
him to do his work more cheerfully, to assure him a fair return on his 
labour and to create an interest in life for him”. (Indian Journal of 
Economics, April 1939, page 524.) This requires a concentrated 
effort in the absence .of which it is almost certain that the debtor will 
once again relapse into a state of indebtedness. 

137. The remedy lies in enabling the worker to increase production 
and training him in the art of better living. Unless a comprehensive 
approach to the problem of economic life is made and its several aspects 
dealt with simultaneously and vigorously, success is unlikely. 

c 138. Indebtedness is largely the result of chronic poverty, and the 
large majority of the debtors are unable to balance their budgets with 
their slender incomes. The Banking Enquiry Committee, for instance, 
found that the economic position of the average ryot is far from satisfac¬ 
tory and in the case of many, a very low standard of living is the rule. 
The majority of families do not earn enough to maintain theirs elves 
even in minimum comfort. The statistics collected by that Committee 
showed that there were many families with as low a total income from 
all spurces as Rs. 53 a year, while the budget of a family of five 
providing only for absolute necessaries showed a minimum requirement of 
Rs. 144 a year. As nearly ninety per cent of the population is depen¬ 
dent on agriculture and as the position of the small industrialist is more 
or less the same as that of the small agriculturist, the urgent need of the 
moment is the improvement of agriculture so as to make it a profitable 
occupation and the encouragement of small industries to enable the 
worker to buy his raw materials cheap and to market his finished products 
for a fair price. 

139. The worker in Travancore as elsewhere depends on borrowed 
capital. The agriculturist has generally to take loans for the purchase 
of live-stock, agricultural implements, manure etc. Fie has also to 
borrow for the subsistence of himself and his family until his crop is 
ready for harvest. The position of the small industrialist is the same. 
For purchase of raw materials, and for subsistence until the finished 
product is made and sold, he too depends upon borrowed capital. 
^140. We shall presently deal with the problem of future credit for 
{he purchaser. A 5 every debt, even where it 4s incurred for productiv 
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purposes, becomes an intolerable burden by tbe accumulation of arrears 
of interest, it is necessary to prescribe such a rate of interest for the 
future as will enable the average borrower to pay interest regularly. 
The rate, to be reasonable, must bear a more or less constant relation 
to the price of commodities because the latter determines the return on 
the productive investment of capital. That would be a ‘‘natural rate of 
interest, i. e , a rate of interest which if adhered to would keep the eco¬ 
nomic system in equilibrium, which secures a definite exchange relation 
between products and resources.’’ (Wicksell Lectures, Vol. 11, quoted 
in Indian Journal of Economics April 1939 page 5U4.) 

141. Taking into consideration such prices, the condition of the 
money market and the rate of interest charged and paid by the chief 
banking institutions in India, we have decided that the maximum rates 
at which interest should be realisable on future transactions should 
be fixed at 6 per cent per annum simple interest on secured debts and 
9 percent per annum simple m erest on unsecured debts. These are 
the rates fixed by Act III of 1112 for future transactions The basis for 
the rates being the general economic condition and the condition of the 
money market at the time, we think it desirable to provide a ready 
means of adjusting the rates according to changing conditions. We 
think that, as the Madras Act IV of 1938 has done, power should be 
reserved to the Government to alter, from time to time, by notification 
in the Gevernment Gazette, the rates now prescribed. 

Sources of Credit. 

• Chitties. 

142. One of the sources of credit for the villager till recently was 
the chitty and as we have already noticed, it is an institution that is not 
yet dead. It has come to be looked upon with more and more dis¬ 
favour. At its door is laid, the responsibility for a large part of the debt 
burden of the villager and the peasant. There have been suggestions that 
the institution should no: be allowed to continue and that the starting 
of new chitties should be prohibited bylaw. As long as it was a 
village institution, it was serving a necessary purpose. But by becoming 
urbanised in recent times, it has' become, almost wholly an instrument 
for leading the poor man in'o paths of speculation and extravagance. 
The Chitties Act III of 1094 which was 'designed to prevent impecuni¬ 
ous, reckless and dishonest foremen from exploiting the institution for 
their profit at the expense of the subscribers has not succeeded in its 
object. The provisions which require adequate security being furnished 
by the foreman of a chitty, the discharge by the foreman of the liabilities 
arising at one instalment of a chitty before he is allowed to conduct 
the next instalment, to mention only two of.-the beneficient provisions of 
the Act, are easily evaded by most foremen. It is by no means the 
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fault of the Act. It is due to the easy-going nature and the unbusiness¬ 
like habits of many of the people But the fact is there. It is also a 
serious drawback that the chitties Act doe s not apply to chitties below 
Rs. 100. This loophole is exploited by the chitty foreman who starts 
a number of small chitties instead of one big chitty which would require 
registration. If the institution cannot be mended, it will be better to 
end it. We understand, however, that the -amendment of the Chitties 
Act is under consideration and that proposals for' the registration of 
chitties even for small amounts, for regulation of the foreman’s commis¬ 
sion and the security to be given by him and for enhancement of the 
duties and responsibilities of the trustees are being considered. We 
trust that the amendments would provide sufficient safeguards for the 
proper conduct of chitties. We therefore do not wish to make a 
recommendation for the prohibition of chitties. We would however 
suggest that among the changes contemplated, some provision should be 
made to minimise the chances of the ruinous under-bidding of chitties 
by needy subscribers. For instance, a graded maximum percentage of 
reduction by way of discount during three or four stages into which the 
whole course of the chitty scheme should be divided may be 
prescribed. 

143. If properly controlled, the institution has before it at least some 
more years of useful life. New ways and means have to be found for 
the small periodical investments'by the villager and for easily obtainable 
long term loans to him before the chitty as an institution can be safely 
relegated to the past. This will take time and till then, chitties shorn 
of the bad and disreputable traits that they have acquired in course of 
time can do good service in the scheme of village economy. 

144. The other sources of credit that have been available in the 
past to the worker are commercial banks, individual money lenders and 
agricultural and industrial loans from Government. 

145. The Joint S took. Banks are not by their nature capable of 
supplying long-term credit to-the producer. They have to maintain the 
liquidity of their assets. A great bulk of their resources represents 
deposits repayable on demand or at short notice. They may however 
be able to finance cultivation and help in marketing crops by making 
short-term advances against a season’s crops. But at present the 
conditions of the few banks that still carry on, does not justify the 
anticipation of the extension of their work in that direction. 

14b. Though there is no exclusi’, e money-lending class in 
Travancore, the agriculturists and the industrialists were able to get 
loans from their neighbours. Often they were helped with loans by the 
traders who secured in return the option of purchasing the produce. It 
would very often not be on terms advantageous to the borrower that such 
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leans -were issued. In many cases, their terms were hard bn the 
worker. The Banking Enquiry Committee Report says (at page 58 
para 71) “The petty money-lender on whom the cultivator often 
depends for timely assistance is able to dictate terms. He is also 
generally a dealer in produce and the natural result is that he gets back 
the loan usually in kind at lower than the current price, the cultivator 
thereby sustaining a double loss. Through his indebtedness to someone 
or other, the cultivator has perforce to sell his produce soon after the 
harvest. Thus he is not able to wait and realise the best price which 
he could under favourable circumstances ’’ In future, it will be more 
difficult to get such loans even on these disadvantageous te- ms, as the 
individual money-lender is likely on account of the difficulty of realising 
the debts, to limit his business. That has been found in British India 
to be one ol the immediate effects of debt-relief legislation, 

147. Loam from Government Government loans which are 
directly made to agriculturist and industrialists can only be limited in 
extent. The official formalities that have necessarily to be followed 
make the issue of loans tardy and often beyond the capacity of the 
average villager to avail of, in the result, even the amounts ear-marked 
by Government for such loans are not fully spent. For instance, out of 
a lakh of rupees allotted for agricul’ural loans in 1 I 14, only Rs. 58,859 
could be utilised for the purpose during the year. In any case, this is a 
very limited source of credit and will not meet the need for credit to 
any substantial - extent. 

148. These considerations bring us back to the Credit Bank as the 
main source of future credit. The recommendations that we have 
already made, if carried out, will, we trust, enable that bank to provide 
the credit necessary for financing agriculture and industries. 

149 Co-operative Societies. One very important factor that has to 
be taken note of in dealing with the problem of improving the condition 
of the average agriculturist and small industrialist is that to-day their 
products have to compete with articles produced en masse and by 
machinery. Mass production greatly reduces the cost of production, 
and the small producer cannot successfully compete in the world market 
unless some means is found whereby the disadvantages of small scale 
production as compared with mass production can be removed. The 
advantages, for instance, of the cheapness which purchase of raw 
materials, manure, etc., in bulk ensures, and of a fair price for the 
finished products which marketing on a large scale secures, must be made 
available to the small producer. The only way in which this can be 
done is by co-operation among agriculturists and small industrialists 
which, by combination will make their work partake of the nature of 
mass production. Co-operative production and co-operative distribution 
become essential for the welfare of the village farmer and the cottage 
industrialist. 
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I 50. This is a time when our co-operative societies have fallen intd 
bad odour and there is wide-spread fear that the co-operative movement 
has collapsed. 

151. The latest available statistics show that there are 1704 working 
societies on the register. Of these 1591 societies are agricultural 
societies. Credit societies have been classified by the Co-operative 
Department as under :— 

A. Model •• 33 

B- Good 114 

C. Average ••• 802 

D. Hopeless ... 642 

The societies classified as C and D number 1 444, These societies 
are either not working properly or are on the verge of liquidation. 
The total membership of all societies is 2,06,699 and the total working 
capital Rs. 84,58,447. There is a total paid up capital of Rs. 33,71,343 
and a total Reserve Fund of Rs. 10,85,679. It is not possible to state 
the exact portion of this share capital which represents real savings as 
mostly the share capital is represented only by a part of the loans grant¬ 
ed to members. The total of the loans outstanding against members 
amounts to 65'73 lakhs of rupees! Of this a sum of Rs. 40'3 lakhs is 
overdue. The societies which are still considered to be working have 
lost all their vitality and are rapidly heading towards extinction. 

152. The co-operative Society in Travancore has been always a 
society of borrowers. The rich and the thrifty have kept away from it- 
The result is that it has come to be treated merely as a ready instrument 
for raising loans. The members joined the movement without 
understanding what it stands for and what liabilities they may ultimately 
be called upon to bear. When later, owing to the agricultural depres¬ 
sion and the slump in prices and other unforeseen circumstances, 
difficulties arose, the movement fell into disrepute. Societies which had 
continued in a state of inaction ever since their original borrowed 
funds were given out in loans, ceased to be of any use to their members. 
The latter therefore did not care to pay their dues and resorted to other 
sources for further loans. Once the societies had, through want of 
funds, ceased to issue fresh loans, their members lost all interest in 
them. The only thing the societies could do thereafter Was to put all 
possible pressure on the members to recover the dues from them. 
Defaulters were harassed in many ways and dm d all sorts of penalties 
enforced against them. This being the position of most societies the very 
word Co- operation has almost come to be hated in villages. 

153. This however, we think is a passing phase of the movement. 
To reach adequate help to the small agriculturist and the small industria¬ 
list the only effective agency is the co-operative society. That the co¬ 
operative movement has been misunderstood,and mismanaged in the past 
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is not a sufficient reason for discarding it. What is required is that 
earnest and sustained efforts should be made to reorganise the societies 
and place them on a proper tooting. We cannot do without them. 
The Agricultural Credit Department of the Reserve Bank of India says : 

“ An agency which satisfied the requisite conditions Tor agricul¬ 
tural finance is the Co-operative Society and it has been so 
recognised in almost aii agricultural countries. However 
much the co-operative movement may have fallen short of 
what was expected from it in Ind.a, we feel that further 
effort should be made o raider it capable of discharging in 
the best manner the function of supplying, credit to the small 
agriculturists and we have no hesita'ion in saying that if 
credit facilities to the Indian Agriculturists are to be improved, 
the co-operative movement must be reconstructed and 
revitalized, so as to serve not only as an effective credit 
agency but as a motive power for the improvement of 
agriculture from every point of view.” 

(Page 7 Statutory Report). 

154. In the past, socie'ies have been registered wi'hout any refer¬ 
ence to the needs of the locality where they arise. This has resul ed 
in a haphazard distribution of socie ies in the S ate. In a small Kara 
of 3 or 4 sq. m Ies, there are sometimes 5 to 1 U societies, while in some 
others, there are none. For instance, in the taluks of Sbencot ah 
Thcvala, Thodupuzha, Pathanapuram and Kottarakara, the number of 
societies is dispropor ionately small. In some other taluks in the Cen ral 
and Northern divisions there is a society for every one and a half sq. 
miles and for a populition of about -000. Such indiscriminate reg.st- 
ration of societ es without any defin'te programme or plan, has contri- 
bu.ed not a lit le to the present undesirable s'atecf affairs The work¬ 
ing capital with which many societies started was too small. Their 
collective credit was limited and they could inspire little confidence 
among 'he public A careful and efficient management on a self-sufficient 
baS;S was impossible and very soon they had to stop work. We 
think that arrangements should be mode for the amalgamation of many 
of the small societies in each pakuthi into one co.nprehens.ve insti ution. 
Recen ly the Reserve Bank also has been popularising the idea of one 
soc ety for a group of villages within a radius of a few miles. Ordina¬ 
rily there must not be more than one society in eachpaku hy with about 
10,0c ©inhabitants, bigger pakuthies of course being allowed to have more 
societies according to the need. Such an amalgamation woilld reduce 
the numbei of rural societies to about 500. The time and energy that 
may have to be spent on this objective will not be was ed. The socle ies 
would emerge in a consolidated and strengthened form with sufficient 
vitality to do useful and continued work. 



38 


1 55. Another factor in our opinion that has been responsible for the 
unpopularity and failure of the societies is the nature of the liability of 
their members. Of the 1704 societies in the State, 1364 are of un¬ 
limited liability. The unlimited libility of the members has 
been found, in practice, to be a great disadvantage. Persons 
whose wealth and position would secure credit for societies 
of which they become members are found unwilling to risk 
their all for the benefit of their needy neighbours. The result 
is that most societies have as members only those who are in need of 
borrowing. Most' of the members are debtors to the societies even for 
the share capital. On the correct theory of co-operation—“each for 
all and all for each "—unlimited liability may be all right. But we are 
nowhere near the millenium when that spirit will be found actuating the 
average man. Everywhere in India the difficulty has been felt. “ It 
has been proved ” says Dewan Bahadur K V. Brahma “ that the 
unlimited liability principle, which is our guide in forming credit 
societies in villages, is unsuited to Indian conditions and that (the same , 
should be replaced by some other principles (Indian Co-operative 
Review Vol. V. page 3). The Committee on co-operation which 
recently sat at Madras has jtist decided in favour of modifying the 
present law, that makes it obligatory to constitute rural societies on an 
unlimited, liability basis. If desirable persons should be induced to 
join the co-operative movement, that change is necessary. After all, the 
extent of a member’s liability “ is not a matter of principle but of 
expediency". (C. R. Cahill)- 

156. Reorganised societies, if they should continue in good 
condition have to be properly and efficiently managed. Hitherto 
societies have been managed by honorary workers. For many reasons 
continuous earnest work which is essential for the success of the 
societies, can rarely be expected from an honorary manager. The very 
idea that he is, by his undertaking the work, placing the society under 
an obligation, vitiates his attitutde to the society and the attitude of the 
members towards him. His sense of responsibility is weakened and 
the members unconsciously avoid all criticism of the management This 
is a vicious circle that has to be broken. The society must feel that it 
has a right to expect 'and extract strenuous work from the manager and 
the iatter should feel it his duty to put forth his best efforts to work the 
society successfully, a duty which could be enforced it and when needed. 
The Royal Commission on. Agriculture emphasise this position and say, 

. “ We therefore strongly recommend that every effort should be made to 
build up such a paid staff m all the Provinces.’’ (Report of the Royal 
Commission on Agriculture at page 431) The majority of the 
defalcations by secretaries and other officials of primary societies have 
to be attributed'mainly to the provision in their bye-laws which insists 
on honorary services. Honorary service has to be substituted 



59 


by paid service. The management of om m2 He should 

entrusted to a.single competent person under j funds of 

above, it would be possible for each society to have a pa.d officer 
1 57 In future, the possibility of loans falling into arrears must be 
prevented. We would suggest that societies sbould take tP ™a -keting 
work as an adjunct to their lending business. Lending must itsel be 
hf tter controlled in future. No loan should be made unless the society 
sat sfied tw i isto be Jilised directly or indirectly for some reproductive 
work The borrower should agree that the crop or the finished 
product of his work should be sold or disposed of only through the 
agency of the society that gives him the loan. Besides ensuring rep£- 
ment, this would also be a first step in the creation of Cen.raLraarke.mg 
societies that will have ultimately to undertake wholesale marketing. 

' 158 We shall now deal with the important problem of the finance 

of the societies. As the whole of the working capital of most 
societies ^s now locked up in loans, they are not in a position to 
l credit to their members for their current needs. No 

dauS there ar^T taluk banks and one central bank for financing these 
primary societies. But the taluk banks with rare exceptions are m no 
way better than the primary societies. The resources of the central 
bank too are rather crippled. Under the circumstances the only method 
by which short-term finance can be ensured to the agriculturist and the 
" ii in the State is by a short-term section of the Travancore 

Credit Bank being constituted to help the actual worker with loans through 
co-operative societies. If the existing co-operative banks can be reconsti¬ 
tuted in an efficient workable form, the Credit Bank niay finance them 
as to enable them to issue loans to the actual workers. 


. extent oL the provision of increased facilities for irrigation, in South 

' Travancore .with the completion of the P. ech ‘P ara an lm P ressl0n 

gained around that the irrigation tanks which had from time immemorial 
Listed lor the storage of water, were no longer necessary and many o 
tho e tanks were converted into paddy lands. In recent year.,, u has 
been found that that policy was wrong and a scheme for the restoration 
of the tanks has been adopted and is being worked out. The co¬ 
operation of the people is being secured by the appointment of non- 
official boards and committees to advise the Public Works Department 
in the work, The rainfall in the catchment area of the Pechipara 
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reservoir has been decreasing end the genera! idea appears to be that it 
is due to the d safforestation and bringing under tillage of adjoining 
areas. The problem should be investigated and whatever remedial 
measures are possible should be taken !o prevent such a costly and use¬ 
ful scheme as the Pech'.para irrigation Scheme, from becoming 
progressively unprofitable. 

160. Some years ago a \ mot' Irrigation Committee was appoin’ed 
to survey and report upon the facilities that exis'ed (or irrigation in areas 
which were not served by the major irrigation scheme. 

One of our Colleagues Mr T. Kumara Pillai prepared and placed 
before us a memoradum on the subject which we have considered, (aide 
Appendix III). 

The report submitted by the Minor Irrigation Commi'tee con'ains 
some very useful recomme da:ions which if carried out would grea.Iy 
improve the condition of ag icul’.ure in .those areas. 

161. We also considered the Report on Inland Navigation submit'ed 
by Mr. John Kuriyan when he was Executive Engineer. It contains 
many valuable recommendation s the carrying out of which will serve 
the needs both of irrigation and of cheap transport, in the nor hern 
Taluks of the Sta'e. Some of the main recommendations appear to have 
been put by because at that time there were under the consideration of 
the Government proposals for lhe construction ol certain railway lines in 
those areas. As those proposals have not materialised, we would 
suggest that the recommendations should be further considered by the 
Government and as far as possible carried out. 

162. One of the standing grievances of the agriculturists is the 
burden of he land tax. It was suggested hat we should recommend a 
remission of 50 per cent, of the land tax for a period of 5 years. 
We dp not think that such a general measure is either necessary or 
advisable now. The? general average level of land tax in the S ate 
cannot be said to be unduly high. But there are cer ain areas where 
the rate is abnormally high, ln some areas in Nanjinad, we under¬ 
hand that the land tax works out at between Rs. 26 and 28 per acre. 
Some relief may be required in such extreme cases. Jt was also urged 
by Mr. T. Kumara *Pillai that in the Southern Taluks, the taxon 
certain grades of land has, contrary to the Se. dement Proclama'ion, 
been assessed at the rate applicable to higher grades. These are cases 
which require special treatment. Bui theexistence of such cases cannot 
justify a recommendation for a general reduction or remission of land 
tax. 

, If 3 '. Another grievance of agricul'urists which we think requires to 

be alleviated is about the working of the rules for the remission of End 
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tax in cases of failure of crops. The benefit of remission is not now 
available in all parts of the State nor to owners of all lands We 
would suggest that the rubs should be so revised as to make their benefit 
available to sufferers in all parts of the State, to cultivators of gar en 
lands as well as of paddy lands, where the crop on the land fails or the 
trees on which the tax has been assessed are destroyed en masse as 
for instance, in the case of cocoanut gardens affected by the cocoanut 
pest. 

164. Exce-sioe Sub-Division of Land . One of the reasons for 
cultivation becoming too costly to be profitable is that land has become 
sub-divided into such small bits that their cul'ivation separately is 
practically economic waste. In agriculture there is what may be called 
the minimum limit of an economic unit, below which separate culti¬ 
vation, is wasteful, instead of being profitable. We have not collected 
any evidence on that point and cannot therefore, definitely (is that unit 
for different parts of the State and for different classes of land. The 
Banking Enquiry Committee made a survey of a few villages. In the 
village of Thazhakudi for instance, 43 per cent of holdings were less 
than 1 acre in extent and 74 per cent below 3 acres in extent. Though 
the Census of \9i\ did not deal with the problem in detail, the report 
says that about 38 per cent of holdings in the State are below 1 acre, 
and about !0 per cent are below half an acre, in extent. More than 
87 per cent are less than 5 acres and 93 per cent are below 10 acres 
in extent. The Census Report suggests that an economic holding 
should be at least 10 acres The Banking Enquiry Committee found 
that in the Nanjinad ViPages surveyed by them a ryot, owning and 
cultiva'ing 2 or 3 acres of paddy land, could live in reasonable comfort. 
Either way, the majority of holdings in the State are uneconomic in 
extent. Unless separate cultivation of uneconomic units is discouraged 
and some means found for the consolidation, for purposes of cultivation, 
of adjacent holdings in larger blocks, in these days of competition with 
articles produced by mass-production methods, agriculture in the State 
cannot become a profitable occupation. Voluntary co-operation is one 
way of achieving the object. But it has to be admitted that where it 
has been tried it has not been very successful. In the Central Pro¬ 
vinces (Act VIII of 1928) in the Punjab (Act IV of 1936) and in 
Baroda (Act XXVII of 1933), laws have been passed for compulsory 
consolidation of fragmented holdings. Our difficulty is, no doubt, sub¬ 
division more than fragmentation. But the remedy is similar if not the 
same. We would suggest that a systematic' survey be made for ascer¬ 
taining the economic unit and when co-operative soc eties have been re¬ 
organised and put into proper working order and have been able to 
secure the confidence of the people, some element of compulsion to 



consolidate uneconomic holdings under the co-operative method may be 
introduced. 

165. Cottage Industries : There is a large variety of cottage 
industries that are being pursued in several parts of the State. But it 
is deplorable that no survey of such industries has hitherto been made. 
We tried to get some information from the Director of Industries as to 
their nature, the localities where they are carried on, and the number 
of persons or families engaged in them. The reply we received was 
that “in regard to cottage industries reliable information is not available. 
No literature on the subject is also available.’’ We would suggest that 
a survey of small industries should be undertaken at once and a definite 
plan for their development should be made and carried out within a 
short period. 

166. The help urgently needed by the worker is the supply of the 
necessary credit and the provision of facilities for the cheap purchase 
of raw materials and efficient methods of marketing. At present he is in 
the clutches of the middleman who supplies him with the minimum 

. funds absolutely necessary, perhaps supplies raw materials at a very 
high price, and takes over his finished product at a price far below the 
market price. He collects the articles from a number of workers and 
makes enormous profits by their sale. The creation of efficient co¬ 
operative societies to take up the work now done by the rapacious 
middleman is the only . way in which the worker can be ensured a 
reasonable return for his work. 

167. One main defect in our cottage industry system is that the 
industries have fallen into certain traditional grooves, and cannot, and 
do not try to come' out of them. In spite of revolutionary changes in 
fashion, our workers continue producing old-fashioned goods which 
nobody now wants. When it is found that there is no demand for the 
articles, no attempt is made to adjust the production to the demand but 
the industry is allowed to die out. We cannot blame the workers for 
it; for they lack the knowledge of the world and of the altered demand 
and the scientific training necessary to switch the production on to new 
designs that are in demand. We think that the Industries Department, 
should take up the work and give necessary directions to the workers 
to adjust their production to the present-day demand. 

168. The Saoing Habit. Our farmers and small industrialists must 
be induced to build up a reserve which they could fall back upon in 
times of need. They must be trained in habits of thrift. Chitties at 
one time provided the villager with a means of investing small savings 
periodically But they mostly do just the opposite now, affording a 
means of extravagance to the villager. We expect that with the 
re-organisation of co-operative societies, the mentality of the villager will 
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change for the better. To provide him with a means of investing his 
small savings, we would suggest that at least one Anchal Office in every 
■Pakuthi must have a savings bank department attached to it. 

169. Trade, It is urged that the establishment of licensed ware¬ 
houses would be a great help to exporters as well as to producers of 
goods. It will serve to raise credit during marketing by supplying an 
additional .support to sound credit in the warehouse warrant. The 
Banking Enquiry Committee and the Economic Depression Enquiry 
Committee have recommend that such warehouses should be established. 
This would necessitate the passing of an act for the creation of Licensed 
Warehouses and for including warehouse warrants in the definition of 
Negotiable Instruments. We would suggest the desirability of passing 
such an Act. 

1 70. There is a complaint among our traders who directly import 
goods from outside India and supply goods directly to countries outside 
that there are no adequate exchange facilities in the State. Mr. K. C. 
Karunakaran who voiced this complaint stated that the establishment 
of an Exchange Bank had been recommended by the Banking Enquiry 
Committee so long ago as 1930. The Imperial Bank of India, though 
the restriction against its doing exchange business has now been re¬ 
moved, is very conservative in this line of business and does it only 
within very narrow limits. We would suggest .that the Government 
should consider the desirability of facilitating exchange transactions of 
our traders by arranging for the establishment at Alleppey of a branch 
of a good Exchange Bank. 

171. The Labourers Case. Mr. Kesavan Sastri the representative on 
our Committee of the backward classes brought to our notice the 
difficulties of the agricultural labourers, especially in Kuttanad, They 
have regular work only for a few months in the year. To tide over 
the rest of the year they take advance payments from cultivators agreeing 
to work them off by their labour in the next season. He said that 
sometimes, this arrangement placed them completely in the power of 
the lender who was thus able to fix whatever wages he pleased for the 
next season’s labour. Mr. Sastri urged that some measures should be 
suggested to help them out of the situation. When the matter was 
discussed it was found, and Mr. Sastri himself had to concede it, that 
very often the labourer was more sinning than being sinned against. 
Having got the advance and used it up he strived often to evade the 
obligation of working it off. The latter cases were perhaps as numerous 
as those where the labourers were exploited by the employers. We 
do not think any direct interference would be helpful. We would 
however suggest that those labourers should be ^encouraged to join co¬ 
operative societies and to get open and systematic help through them. 



64 

Earnest efforts should also be made to provide them with subsidiary 
occupations. 

Sd. V. S< Subramonia Aiyar (Chairman). 

„ M. K. Ananthasiva Iyer—Subject to note of dissent. 

„ Jacob Cheriyan. 

„ K. V. Joseph. 

„ K. C. Karunakaran. 

„ T. T. Kesavan Sastri. 

,, S. Krishna Pillai. 

„ T-Kumara Pillai. 

„ Kottoor Kunjukrishna Pillai. 

„ C. O. Madhavan. 

„ Mohammed Jaffar Hassan Sait—Subject to dissenting 
note. 

1 ,, N. Narayana Kurup—Subject to the supplementary note. 

„ Kainikkara M. Padmanabha Pillai. 

M. Ramachandra Rao—Subject -to dissenting note. 

N. Venkitachalam Iyer—Subject to dissenting note. 





SUMMARY OF RECOMMENDATIONS. 

A summary of the recommendations is given below. 

' CHAPTER II. 

Serial Para No. 

No. 

1 24 The relief measures should be available to all debtors in 

the State, 

2 26 Religious and charitable institutions and incorporated 

companies except as regards ' their liabilities arising 
out of chiity transactions are excluded from the cate¬ 
gory of debtors. 

3 27 All classes of debts are included for purposes of relief. 

4 83 No debtor is excluded from relief on account of his pecu¬ 

niary status or on account of his being heavily 
indebted. 

5 34 The following debts are excluded from the application of 

the relief measures :— 

(1) Any debt or other liability due to Government. 

(2) Any public revenue due on land as defined in 
the Revenue Recovery Act or any tax, cess or 
payment due to any Municipality, or Village 
Panchayat- or other local authority. 

(3) Any liability in respect of maintenance whether 
under decree of court or otherwise. : 

(4) Any liability arising out of a breach of trust. 

(5) Any wages due to agricultural or rural labourer. 

(6) Any debt due to Sri Pandaravagai . 

(7) Any debt due to Sri Padom. 

(8) Any debt arising out of any transaction of the 
nature of a lease Including a ICanapattom tran¬ 
saction falling within the purview of the Travan- 
core Jenmi and Kudiyan Act of 1071 and any 
rent, melvaum or such other dues to any 
Edavagsii under the Travancore Edavagai Act. 

( 9) Any debt due to any Bank established by letters 
patent or special charter or under any speoial 
statute of British India or Travancore or the 
United Kingdom, 

CHAPTER III. 

(i 35 It is necessary for giving reasonable relief to make a 

distinction between debts before the depression and 
those incurred after the depression. 

7 40 For purposes of relief debts are classified into those 

incurred before 1-1-11.07 and those incurred after that 
date. ' 

CHAPTER IV. 

8 50 The theory of the Sanctity of Contracts is one 'that should 

not be lightly discarded or weakened. 

9 51 But exceptions and relaxations have to be made where 

special circumstances imperatively demand them. 
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Serial Para No. 

10 54 The present abnormal change in the economic conditions 

deserves special treatment. 

11 56 As the paying capacity of the debtors and the value of the 

debts have considerably altered as a result of the 
advent of the economic depression, greater relief has 
to be afforded in the case of debts incurred before 
1-1-1107. 

12 57 In the caso of pre-depression debts, that is, debts incurred 

before 1-1-1107, interest should be calculated at 4i 
per cent, per annum till date of discharge. 

13 ,, Any excess amount already paid and appropriated as 

interest can be adjusted to the fullest possible extent 
against the interest remaining due. but not against 
principal. 

14. 68. On debts incurred between 1.1-U07 and the commence¬ 

ment of the proposed Act interest till the date of 
discharge should be calculated at 4| per cont. per 
annum on secured debts and II per cent, per annum 
on unsecured debts. 

15 ,, Credit should be given for all sums paid towards interest 

and' only such amount as is found outstanding, if 
any, o n account of interest thus calculated is to be 
deemed payable together with the principal sum or 
such portion of it as is due. 

16 ,, Any part of a debt which is found to be a renewal of a. 

prior debt should be deemed to be a debt contracted 
•on the date of the prior tramaction and if that was 
prior to 1-1-1107, it should be dealt- with according 
to the provisions applicable to that category of delta. 

17 69 Renewed documents and settled accounts should be re¬ 

opened and accumulated interest reduced, though 
the parties might have agreed to treat it as part of 
the principal debt-. 

18 70 The line of demarcation in this case has to be drawn at 

the co m mencement- of the depression. 

19 70 In the case of transactions that started before 1105, 

the last transaction before 1-1-1105 shall be deemed 
to be the original transaction and in other cases the 
first transaction shall be treated as the original trans¬ 
action for the application of the relief provisions. 

20 ' 71 Notwithstanding the provisions of Section 81 of the Civil 

procedure Code, in no case shall arrears of interest 
remaining due after seall g down under the relief 
provisions be payable except to the extent of half the 
principal,- 

21 74 The principal amount due under a debt incurred before 

1-1-1107 shall bo reduced by 20 per cent, if it- is 
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Serial 

No. 

22 


24 


;J2 


Para No. 


repaid within 15 months from the date of the pro¬ 
posed Act and by 10 per cent, if repaid within 5 
years in 10 half yearly instalments. 

77 Debts in respect of which the debtor has not been able to 

claim the concessions of the above provision may be 
repaid in half-yearly instalments not exceeding 16 
in all. 

78 When half yearly payments are allowed, the amount of 

the first two instalments must cover one-fourth of 
the total debt- or Ee. 5,000 whichever is less . This 
provision will not apply to debts the normal instal¬ 
ments of which exceed Es. 2,500 eaeh. No instal¬ 
ment should he less'than Rs. 10. 

70 .Section 38 of Act III of 111.2 may be retained as a 
permanent provision of Law. 

80 If a usufructuary mortgagee sues for the recovery oi. the 

mortgage money, the mortgagor will be'entitled to 
claim the concession of instalment payments and if 
(he transaction is one dating from before l-l-liO? to 
the reduction in principal allowed in caso of prompt 
payments. 

81 The mortgagor seeking to redeem the mortgaged pro¬ 

perty on payment of the mortgage amount will not 
be entitled to the benefit of any of those concessions. 

82 The claim made in pending suits has to be revalued and 

recalculated under those provisions. 

88 Decrees which have not been executed at all or which 
have only been partially discharged should be subject 
to the operation of these relief provisions. 

83 The provisions as to the scaling down of debts will not 

apply to the c ists decreed or incurred in execution or 
any expense incurred in protecting the property by a 
mortgagee or any other persons Jawfully in possession 
oi the same. 

84 Any payments or adjustments made towards the discharge 

of the decree debt should bo deducted out of the new 
• decree amount and the decree should be executed 
only for such balanco of that amount as may be 
found due. 

„ If it is found that the whole of the newly fixed decree 
amount or more has been paid or adjusted, the decree 
“liould be struck off. To any balance remaining due 
all the relief provisions will apply- 

85 Whore a sale has not been confirmed, the relief provisions 

should on the application of the judgment-debtor or 
any subsequent encumbrancer of the property be 
applied to the decree in execution oi which a sale 
took place. 
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Serial Pam 


33 

34 


3(5 86 

37 88 

38 90 

39 90 

40 91 

41 97 

42 „ 

43 

44 8 8 

45 103 


46 


Ii on the date of the sale the amount due under the decree 
as scaled down was less than the amount for which 
the property was sold, the sale should be set aside. 

In such a case, the decree-holder along with such other 
decree-holders of the judgment-debtor as on the date 
of the sale had validly claimed rateable distribution 
should have a charge subject to previous charges ;f 
f any. existing on the date of the sale, on the property 
sold for the amount actually due to him under the 
decree as scaled down. 

If the purchaser in the court-sale was a stranger- he too 
should have a charge on the property for the purchase 
money deposited by him or such part of it as is not 
refunded on the cancellation of the sale, such charge 
being prior to that- of decree-holder mentioned above. 
Court sales taking place subsequent to 1-12-1114, even 
though confirmed, shall be liable to be re-opened like 
unconfirmed sales. 


Banks as debtors are not brought within the operation of 
the relieving provisions. 

The relief provisions will not apply to debts due to banks 
under transactions on which interest is not charged 
at more than 9 per cent, per annum. 

The relief provisions will apply to transactions of Bank 
on which interest at more than nine per cent is 
charged—with the modification that interest shall bo 
calculated at nine per cent per annum simple 
interest.' 

The above provisions will apply without distinction to all 
banks except those excluded in Para 34 of this 
report. 

All the relief provisions should apply to Co-operative 
Societies and Co-operative Banks. 

The maximum rate of interest realisable on Co-operative 
transactions shall be nine per cent simple interest per 


The practice of levying penal interest on Co-operative 
transactions should be absolutely prohibited. 

The provision regarding court sales shall apply also to 
revenue sales held .in execution of awards of Co-opera¬ 
tive Societies. 


All the relief provisions should apply to all chitty debts 
whether due by the foreman or by the subscriber. 

On such debt falling due before the date of the operation 
oi the Act embodying the above provisions, the maxi- 
mum interest chargeable‘shall be at six per cent por 
annum lor both secured and unsecured debts. 
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Serial Para No. 

No. 

47 104 In the case oHchitties started or running after the date of 

the Act, maximum interest to be charged should be at 
six per cent for secured debts and nine per cent for 
unsecured debts on ail amounts due by or to the 
foreman. 

48 ,, The foreman will be entitled to get only the amount of each 

defaulted instalment as had fallen due with interest 
thereon from that date. 

49 „ When default is made, the foreman may sue for each de¬ 

faulted instalment after it falls due or for all the 
future instalments together. In the latter case, the 
decree should direct that the amount due on any 
future instalment should be realisable only after the 
due date for that instalment. 

50 109 In the case of paddy loans, the old system of repay ment in 

kind should be retained. 

51 „ The maximum rate of mterosi chargeable on past transac¬ 

tions whore the debts arc secured or unsecured shall 
bo six per cent, 

52 ,, No distinction is made as regards rate of interest between 

paddy loans and money loans fur .future transac- 


58 ,, Any agreement that for paddy loans for tho cultivation 

season, interest shall be chargeable for tho whole year 
shall bo enforceable. 

54 112 Past trade debts should be brought within the operation 

of tho relief provisions. 

55 ,, The maximum rate of interest realisable for such debts 

shall be nine per cent per annum. 

56 As regards trade debts which have continued or arisen after 

1-1-1112 the •provision as to repayment of debts in 
instalments should not apply. 

CHAPTER V. 

57 116 There is no further need for the Conciliation Boards 

constituted under Act III of 1112. 

58 The ordinary Civil Courts would be the proper ageneyfor 

the administration of relief measures. 

59 „ It may be necessary to strengthen the judiciary for a few 

years to enable-it to deal promptly with the proceed¬ 
ings under the new Act. 

60 117 All applications to tee court to apply the relief provisions 

to existing debts should be made within ninety days 
of the coming into operation of the proposed Act. 

61 ,, The debtor, should have the right to make such application 

even when there has been no suit on the debt. 

62 ,, The application by a. debtor for relief under these provi¬ 

sions should be registered as a plaint and dealt with 
as such. 
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64 


67 


70 


Para No. f 

117 Ii it affects immovable property registration fee should be 

paid on it as if it Were a plaint regarding such im- ' 
movable property. i 

118 An application for re-opening a decree for purposes of rs- i 

valuation ■ f the claim of the creditor in accordance j 
with the relief provisions should be treated as an f 
application for an amendment. oi the docree and the | 
decree should be amended in accordance with the , 
order that may be passed on the application, 

119 The application should contain the complete history of j 

the transaction and a specific prayer a8 to the parti¬ 
cular mode of relief which the applicant wants the j 
court to administer. j 

120 A debtor whose liabilities exceed his assets may be j 

allowed a provision in cash or property of the value ! 
of Es. 5,000 or 25 per cent, of his assets whichever 1 
is less. This should be set apart free of all liabilities i 
for the subsistence of himself and his family. j 

., To. enable the debtor to got this conces-don ho should 
apply to court for administration of his Property for 
the discharge of his debts offering unconditionally to j 
leave all his property at the disposal of the court for 
distribution among his creditors,' 

121 If the application is made by the debtor after getting the 

benefits of instalments and defaulting certain instal¬ 
ments, the portion allowed for subsistence allowance 
should be reduced to the equivalent of Rs. 3,000 or 
15 per cent, of Iris assets whichever is less. 

„ In allotting properties for subsistence, the court should, 
wherever possible, include the debtor’s dwelling house 
in the allotment. 

122 Where a debtor, who has been granted the concession of 

instalment payments of his debts, defaults payments 
of the instalments prescribed, the creditor will have 
the right to apply to the court for the administration 
of the debtor’s properties in accordance with the 
above provisions. 

123 When the benefit of a reduction of the principal is claimed 

in the application and there is any dispute as to the 
amount actually due oh sealing down under the relief 
provisions and the court is satisfied that the dispute 
is not likely to be finally settled within 90 days of 
the date of application, the court should then pass 
within that period a preliminary order settling in a 
summary maimer the. approximate amount due. 
The debtor should pay this approximate amount 
within 15 months from the date of coming into opera¬ 
tion of the imposed enactment. If the final decision 
of the court is that a large amount is due, the debt 
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Serial Para No. 

shall be paid either within 15 months froju the date 
of the Act or within three months from the date of 
such final decision whichever will give tho deli tor 
longer time for payment. 

72 124 The maximum period of instalments that may be granted 

by the court for debts before 1-1-1107 shall be eight 
years covering sixteen half-yearly instalments and for 
debts after 1-1-1107, 5 to 10 years according to tho 
s' discretion of the court. 

7a „ On default of three consecutive instalments tho creditor 

would be entitled to realise in a lump the whole of 
the debt remaining due. 

74 125 Every debtor applying for the concession of instalment 

payments should offer all his property or as much of 
it as the court finds sufficient as Security for the 
whole amount of the debt due. 

. 75 126 When the debtor has no property at all or not suffioiont 

property to offer as security to cover the whole debt, 
tne court, if it is satisfied that he has bona fide, 
provided as good security as he is capable of provid¬ 
ing, shall grant him the concession of instalment 
payments. 

CHAPTER VI. 

76 135". The minimum amount for loans granted by the Travan- 

. core Credit Bank should be lowered to Rs. 100. 

77 ,, Interest at a uniform rate of five per cent, per annum 

should be charged on all loans issued by the Credit 
Bank. 

78 „ The rule that the bank may take steps to recover the 

whole amount of the debt duo if payments of interest 
or instalments are in arrears for over four months 
may be modified so as to postpone tho right to 
realise the whole debt in a Jump till after the next 
instalment and then too only on the contingency that 
the defaulted instalment with Interest still remains 

79 ,, The proportion of 50 per cent, of the value of the seourity 

as the maximum of the loan to be issued may be 
raised to 60 per cent. 

80 ,, Where the loan applied for is below Rs. 2,000, no lump 

Bum fee should be charged on the application -the 
fee now charged is Us 10 on every application. 

81 ,, For amounts above Rs. 2,000 the present fee may be 

retained 

82 „ To enable this to be done the Government should direct 

encumbrance certificates to be granted free of charge 
to the Credit Bank where they relate to applications 
for leans below Rs 2,000 and reduce the fee to a 
nominal figure ip other cases. 
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£6 


87 


89 


91 


95 


Para No, 


,, Pending Government action the Credit Bank should im¬ 
mediately grade the fees chargeable as below • 
Application up to Rs. 500 ... Rs. 3 

From Rs. 500 to 3,000 Rs 5 

Over Ks, 1,000 ... Rs 10 

,, Government should depute some responsible officers 
wherever necessary as full time valuators to value the 
security offered to the Credit Bank 

,, When and where necessary additional legal advisors paid 
either by the month or by the job should be employed 
to speed up the work of the examination of the title 
deeds. 

,, It is necessary to have branches of the Credit Bank In all 
important towns in the State. To begin with 6 
branches may be opened at the District Court 

,, The bank should give preference to applicants, the total 
of whose debts as scaled down does not exceed 
Rs. 5,000. 

CHAPTER VII. 

141 The maximum rate at- which interest may be realised on 

future transactions should be fixed at 6 per cent per 
annum simple interest on secured debts and 9 per 
cent per annum simple interest on unsecured debts. 

,, Power should be reserved to the Government to alter from 
time to time by notification in the Government 
Gazette the rates now prescribed. 

142 Among the changes contemplated in the Chitty Act some 

pfovis'on should be made to minimise the chances 
of the ruinous under-bidding of chitties by needy 
subscribers, 

149 Co-operative production and co-operative distribution are 
essential for the welfare,.of the village farmer and 
cottage industrialist. 

153 To reach adequate help to the small agriculturist and the 

small industrialist the only effective agency is the 
Co-operative Society. Earnest and sustained efforts 
should be made to re-organise the societies and place 
them on a proper footing, 

154 Arrangements should be made for the amalgamation of 

many of the small societies in each pakuthy into one . 
comprehensive institution. 

„ Ordinarily there must not be more than on6 society in 
each pakuthy with about 10 thousand inhabitants. 

r.55 The present law that makes the unlimited liability obli¬ 
gatory for agricultural co-operative societies must be 
modified. 
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104 
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Para No. 

156 Honorary services in cooperative societies should be 

substituted by paid services. 

157 Societies should,take up marketing as an adjunct to their 

lending business, lending must be better controlled 
in future. 

„ A short-term loan section of the Credit Bank should be 
constituted to help co-operative societies with loans. 

159 The problem of the frequent failure of the Pochipara 

Reservoir should be investigated and whatever re¬ 
medial measures are possible should be taken to 
prevent the Pechipara irrigation scheme from becom¬ 
ing unprofitable. 

160 The recommendations of the Minor Irrigation Cooimittee 

should be implemented. 

161 The recommendations in the report on Inland Navigation 

by Mr. John Kuriyan should be further considered 
by Government. 

168 The rules for remission of land tax should be so revised 
as to make their benefit available to sufferers in ail 
parts of the State and to owners of garden lands as 
well as paddy lands. 

164 A systematic survey should be mads for. ascertaining the 

^economic agricultural holding. 

Some elements of compulsion to consolidate uneconomic 
holdings on the co-operative method may be intro- 

165 A survey of small industries should be undertaken at once 

and a definite plan for their development should be 
made and carried out within a short period. 

*66 Efficient co-operativa societies should be created for the 
purchase of raw materials and for marketing of 
produce. 

167 The Industries Deportment should give necessary direc¬ 

tions to the workers to adjust their production to the 
present day demands. 

168 At least one Anohal Office in every pakuthy must have a 

Savings Bank department attached to it. 

169 An act may be passed for the creation of licensed ware¬ 

houses and for including warehouse warrants In tho 
definitlyi of Negotiable Instruments. 

170 Government should consider the desirability of facilitating 

exchange transactions of our traders by arrang ing for 
the establishment at AlJeppey of a branch of a good 
Exchange Bank, 

t, Agricultural labourers should be encouraged to join co* 
operative societies and to get open and systematic 
help through them. Efforts should be made to pro¬ 
vide them with subsidiary occupations. 




THE TRAVANCORE DEB' 


i§»"fillJL, 1115. 


Where as it is expedient to provide for the relief of indebtedness 
and to amend and consolidate the law relating to 
Preamble. settlement of debts; It is hereby enacted as 

follows :— 

CHAPTER I. 

Preliminary. 

1. (1) This Act may be called the Travancore Debt Relief Act, 

Short title, extent 1 1 1 « • 

and commencement. 

(2) It shall come into force on 

(3) It extends to the whole of Travancore. 

2. In this Act, unless there is something repugnant in the subject or 

Definitions. context,— 

(i) “Bank” means a public company incorporated under any 
enactment relating to companies for the time being in 
force in Travancore, British India or an Indian State or 
the United Kingdom or incorporated by an Act of 
1 Parliament, or by Royal Charter or by Letters Patent 
and which company, on the date of the commencement 
of this Act; carries on the business of a banking company 
as defined in Section 34f of the Travancore Companies 
Act IX of 1114; 

(ii) “Chitty debt”'means a debt due from a foreman to a sub¬ 

scriber or from a subscriber to the foreman in respect of 
a chitty registered under the Chitties Act III of 1094; 

(iii) “Co-operative Society’ ’ means a Co-operative Society 

registered or deemed to be registered' under the Travan¬ 
core Co-operative Societies Act, 1112; 

(iv) “Creditor’’ includes heirs, legal representatives and 

assigns ; 

(v) “Debt’’ means any liability in cash or kind, whether 

secured or unsecured due'.from any person, whether pay¬ 
able under a decree or order of a Civil or Revenue 
Court or otherwise; 

(vi) “Debtor” means a person from whom a debt is owing and 

includes his heirs, successors and l^al representatives ; 
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(vii) “Decree” includes an award made under Section 56 or 
an order passed under Section 51 of the Travancore Co¬ 
operative Societies Act, 1112, or the corresponding pro¬ 
visions of the Act repealed thereby ; 

(viii) “Interest" in relation to a debt includes any sum, how¬ 
ever described, payable to the creditor in excess of the 
principal; 

fix) “Person” includes an undivided Hindu family, a Maru- 
makkathayam tarwad or Thavazhi, but does not include, 
a charitable or religious institution ; 

(x) “Principal” includes accumulated interest if it has been 
converted into principal at any statement or settlement of 
accounts or by any contract prior to the first day of 
Chingom 1105 but not otherwise ; 

ixiJ- “Prescribed” means prescribed by rules made under this 
Act; 

(xii) “Secured Debt’ ’ means a debt for which any property 
movable or immovable, is pledged or specifically hypothe¬ 
cated or in respect of which a charge or lien exists on 
such property ; 

(xiii) “Unsecured Debt” means a debt which is not a secured 
debt; • 

(xiv) “Usufructuary mortgage” means a mortgage where the 
mortgagor delivers possession or expressly or by impli¬ 
cation binds himself to deliver possession of the mort¬ 
gaged property to the mortgagee, and authorises him to 
retain such possession until payment of the mortgage 
money, and to receive the rents and profits accuring from 
the property, or any part of such rents and profits, and 
to appropriate the same in lieu of interest or in payment 
of the mortgage-money, or partly in lieu of interest and 
partly in payment of the mortgage money. 

3. (1) Nothing in this Act shall affect— 

(a) any debt or other liability due to Our Government; 

(b) any “Public Revenue due on land” as defined in the 

Revenue Recovery Act (1 of 1068): 

(c) any tax, cess, fees or other payment due to any Municipality 

or Village Panchayath or other local authority; 

(a) any debt due to the Sri Pandaravagai or Sree Padom ; 

(e) any liability arising out of any transactions in the nature of a 
lease including aJKanapattom as defined in the Jenmi and 
Kudiyan Act (V of 1071) or any Michavarom or other 
dues due to an Edavagai by virtue of the provisions of the 
Travancore Edavagai Act (III of 1109); 
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(/) any debt due to a bank established under Letters Patent or 
Royal Charter or any special enactment of Travancore, 
British India or the United Kingdom ; 

( g ) any liability arising out of a breach of trust; 

(h) any liability in respect of maintenance whether under 
decree of Court or otherwise ; 

(?) any wages due to an agricultural or rural labourer ; and 

{]) any debt except a chitty debt due from a body corporate 
other than a Co-operative Society. 

(2) Our Government may, notwithstanding anything contained 
in this Act exempt by Notification published in Our Government 
Gazette any institution or class of institutions under the direct control 
or management of Our Government from the operation of any or all of 
the provisions of this Act. 

CHAPTER II. 

Scaling down of debts and future rate of interest. 

4. (1) Notwithstanding any law, custom, contract, decree or order 
of court to the contrary, all debts payable by a debtor at the com¬ 
mencement of this Act shall be scaled down in accordance with the 
provisions of this chapter. 

(2) No sum in excess of the amount so scaled down shall be 
recoverable from him or from any land or interest in land belonging to 
him; nor shall his property be liable to be attached and sold or 
proceeded against in any manner in the execution of any decree against 
him in . so far as such decree is for an amount in excess of the sum as 
scaled down under this chapter. 

5. Debts incurred before the first day of Chingom II 07 should be 
scaled down in the manner mentioned hereunder, namely : - 

• Interest shall be calculated up to the commencement of the Act at 
4£ per cent per annum simple interest in the case of money debts and at 
6 per cent per annum simple interest in the case of paddy debts or at 
such other lower rate as may be applicable to the debt under the law, 
custom, contract, decree or order governing the same and all sums paid 
towards interest shall be credited towards interest so calculated and 
only such amount, if any, as is found outstanding, not exceeding 
one-half of the principal in the case of money debts and the principal in 
the case of paddy debts, for interest thus calculated, shall be deemed 
payable together with the principal and all other sums in excess of such' 
principal and interest shall be deemed to have been discharged : 

Provided that in the case of debts due to or from co-operative 
Societies interest shall be calculated at 9 per cent per annum simple 



interest or at such other lower rate as may be applicable to the debt 
under the law, contract, custom, decree or order governing the same, 

6. Debts incurred on or after the 1 st day of Chingom 1107 shall 
be scaled down in the manner mentioned hereunder, namely :— 

Interest shall be calculated up to tbe commencement of this Act at 
4 2 l per cent per annum simple interest in the case of secured money 
debts and at 6 per cent per annum simple interest in the case of unsecur ed 
money debts and secured or unsecured paddy debts o(, at such other 
lower rate as may be applicable to the debt under the law, contract, 
custom, decree or order governing such debt, and all sums paid towards 
interest shall be credited towards interest so calcula,ed and only such 
amount, if any, as is found outstanding, not exceeding oue-halt of the 
principal in the case of money debts and the principal in the case of 
paddy debts, lor interest thus calculated shall be deemed payable 
together with the principal and all other sum in excess of such principal 
and interest shall be deemed to have been discharged : 

Provided that in the case of debts due to or from co-operative 
societies interest shall be calculated at 9 per cent per annum simple 
interest or at such other lower rate as may be applicable to the debt 
under the law, contract, custom, decree or order governing the same, 

7. If a debt or part of a debt is found to be a renewal of a prior 
debt it shall be deemed to be a debt contracted on the date on which the 
principal was advanced, and if such debt had been contracted prior to 
the 1 st day of Chingom 11 07, it shall be dealt with under the provisions 
of Section 5. 

8. (1) Subject to the provisions of Section 9, nothing contained in 
this Act shall affect any liability in respect of any sum due to a- bank, if 
the interest charged in respect of the liability does not exceed nine per 
cent per annum. 

(2) When in respect of any such liability interest is charged at 
any rate exceeding nine per cent per annum, the provision of Section 5 
or Section 6 as the case may be, shall apply as if for the words ‘‘four 
and a half per cent " and “ six per cent’’ wherever they occur in the 
said sections the words “ nine per cent ” were substituted. 

9. Notwithstanding anything contained in Section 8, the, provisions 
of Section 5 or Section 6 as the case may be shall apply to a chitty debt 
due to or from a bank. 

10. (!) Notwithstanding anything contained in this Act, in the 
case of any trade debt incurred on or after the 1st day of Chingom 1112 
or continuing to i;un after that date, interest thereon shall be calculated 
at 9 per cent per annum simple interest or such other lower rate as may 





be applicable under the law, contract, custom, decree or order governing 
such debt and the debtor shall not bs entitled to claim repayment in 
instalments. 

(2) Trade debt for purposes of this Section means any debt 
which represents the price of goods purchased for purposes of i.'ade. 

11. Except in the cases mentioned hereunder nothing contained in 
this Act shall affect any usufructuary mortgage by virtue of which the 
mortgagee is in possession of the mortgaged property and in which no 
rate of interest is stipulated. 

Exception. —(1) Any transaction which purports to be a usufructu¬ 
ary mortgage but which is proved to have been intended to be only a 
hypothecation. 

(2) A claim by the mortgagee whether arising under a decree 
or otherwise for recovery of the mortgage amount. 

12. Nothing contained in Sections 5 to 11 shall be deemed to 
require the creditor to refund any sum which has been paid to him or 
to set off any sum paid, towards interest even if it is in excess of die 
total interest due as calculated under this Act against any part of the 
principal or to increase the liability of a debtor to pay any sum in 
excess of the sum which would have been payable by him if this Act 
had not been passed, 

13. Notwithstanding anything contained in any law, custom, 
contract, decree or order of Court, 

(a) no debt to which the provisions of Sections 5 to 11 apply 

shall carry future interest from the date of commencement of 
this Act at rates exceeding those specified for such debt for 
the period prior to the commencement of the Act; 

( b ) no debt arising after the date of the commencement of this Act 
shall carry interest at any rate exceeding 6 per cent per annum 

" if the debt be a secured debt or 9 per cent per annum if the 
debt be an unsecured debt; 

Provided that in the case of decree debts inta'est in no case 
shall exceed 6 per cent per annum ; 

Provided further that Our Government may from time to time 
by Notification in Our Government Gazette alter the rates of 
interest fixed under this clause. 

14. Where a debt includes any sum ordered to be paid as costs 
under any decree or order of Court or sums lawfully expended by a 
mortgagee or other person in order to preserve the property mortgaged, 
such sum or sums shall be recoverable in addition to the sum recoverable 
under Sections 5 to 11, 




15. (1) When at the commencement of this Act a debt is payable 
under a decree, it shall be scaled down under the provisions of Sections 
5 to 11, whichever is applicable thereto, on the application of the 
debtor or of the creditor or on the application of a member of a joint 
Hindu family or tarward if such decree is against such fataily or tarwad, 
and notwithstanding anything to the contrary in any law, such decree 
shall be amended accordingly : 

Provided that all payments made or amounts recovered whether 
before or after the commencement of this Act shall first be applied in 
payment of all costs decreed to the creditor. 

(2) An application under sub-section (1) shall be made within 90 
days from the date of the commencement of this Act to the Court which 
passed the decree or to the officer prescribed if the debt is due to or 
from a Co-operative Society; 

(3) The provisions of Section 5 of the Limitation Act, 1100, shall 
apply to such applications; 

(4) An order under sub-section (1) shall be appealable to the 
Court or authority competent to hear appeals against the decisions of 
such Court or officer, as the case may be. 

16. Every Court and every Revenue Officer executing a decree 
passed against a person entitled to the benefits of this Act, shall, on 
application, stay the proceedings until the Court which or officer who 
passed the decree has passed orders on an application made or to be 
made under Section 15 : 

Provided that where within 60 days after the application for stay 
has been granted the debtor does not apply for relief under Section 15 
or where an application has been so made and is rejected, the decree 
shall be executed as it stands, notwithstanding anything contained in this 
Act to the contrary. 

17. (I) When in execution of any decree 

(a) any sale of immoveable property has taken place before the 
first day of Kar.kadagam 1114 but such sale has nof been con¬ 
firmed, or 

( b) any sale of immovable property has taken place on or after 

the first day of Karkadagom 1114 and whether such sale has 
been confirmed or not, v 

then notwithstanding anything contained in the Limitation Act, 
1100, or the Civil Procedure Code, 1100, or any other law for the 
time being in force, the debtor or any person interested in the immov¬ 
able property, may apply to such Court or prescribed authority within 
ninety days from the commencement of this Act to set aside the sale and 
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such Court or author ity shall, if on scaling down the decree debt in 
accordance with the provisions of this Act, it is satisfied that the amount 
for which the sale has been affected is in excess of the amount found 
due on such scaling down, order the sale to be Set aside and thereupon 
the sale shall be deemed to have not taken place at all : 

Provided that no such order shall be made without notice to the 
creditor, the auction purchaser and other persons interested in such sale 
and without affording them an opportunity to be heard in the matter. 

(2) Notwithstanding the generality of the provisions contained in 
sub-section (1), no sale shall be liable to be set aside if the sale 
proceeds have been rateably dis'ributed under Section 59 of the Civil 
Procedure Code, 1100, or any other law relating to rateable distribution 
of assets. 

18. Where a sale is set aside under the last preceding section, the 
purchaser, if a stranger, shall be entitled to an order for repayment of any 
purchase money paid by him against the person to whom it has been 
paid and shall also have a charge for the amount remaining unrealised 
therefor over the property sold which charge shall be prior to that under 
sub-section (2) : 

Provided that no discount shall be payable in respect of any such 
sale and provided further where d scount has been collected the Court 
shall direct the same to be refunded. 

(2) The decree holder along with such other decree holders of the 
judgment-debtor as had validly claimed rateable distribution shall have a 
charge, subject to previous charges, if any, existing on the date of the 
sale on the property sold for the amount of the debt as scaled down 
under the provisions of this Act, which shail be enforceable in execution 
proceed ngs. 

19. (1) If in the case of money debts to which Section 5 applies 80 
per cent, of the principal and all interest payable under this Act is paid 
within 15 months, or 

(b) 90 per cent, of the principal and all interest paybale under 
this Act is paid within five years from the commencement of this Act 
the whole debt shall subject to the provisions of sub-sections 2 to 4, be 
deemed to be discharged 

(2) Payment under Clause fb) of sub-section (1) shall be made 
in instalments not exceeding ten, the first commencing within six months 
from the da’e of this Act and each of the remaining instalments within 
six months of the instalment immedaitely preceding. 

1 3) (a) No person who does not apply in accordance with the 
provisions contained in-Section 21 or who having so applied does not 
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make the deposit in accordance with any order passed thereunder shall 
be entitled to the benefits of the provisions contained in sub.section (1). 

(b) Where there is a dispute as to the amount payable by the 
depositor and such dispute is not likely to be finally settled, before the 
time when the deposit has to be made, the Court shall within that period 
pass a summary order provisionally fixing the amount due from the debtor 
for purposes of sub-section (1) and (2). 

Where under the final order a larger amount is payable the debtor 
shall deposit tl^ difference either within the period fixed in sub-section 
(1) or wi hin 3 months from the date of such final order whichever 
gives him the longer time for making the deposit. 

(4) (at Where a debtor who comes under sub-section (1) (a)’has 
forfeited his claim under sub-section (i) the creditor shall be entitled to 
realiseforthwith in a lump the whole debt as scaled down or such part of 
it as remains unpaid, 

(b) Where a debtor who comes under sub-section f 1) (6) 
forfeits his claim either by default in three consecutive ins alments or 
by not paying he 90 per cent of the debt within the period of 5 years, 
the creditor shall on such forfeiture be entitled to realise forthwith in a 
lump the whole debt as scaled down or such part of it as remains 
, due. 

20. Any other debt to which this Act applies may be paid in half- 
yearly instalments not exceeding sixteen in the case of debts to which 
Section 5 applies and in the case of other debts in half-yearly ins'al- 
men s within a period to be fixed by the Court which shall not be less 
than five and more than 1 0 years : 

Provided that no instalments shall be less then ten rupees ; and 

Provided further that the first two instalments together shall not 
be less than twenty-five per cent of the total debt or Rs. 5,000 which¬ 
ever is less, except where the normal instalments amount to more than 
Rs. 2500 each. 

21. fa) Where the right to pay a debt in instalments is claimed 
the debtor shall furnish security for the whole debt or such secur.ty as 
in the opinion of the Court he is capable of furnishing. 

i. b) Wnere payment is to be in ins'almsats if default is made in 
the payment of any one instalment on the due da:e, only that instalment 
together With any m erest that may accrue due thereon shall be realisa¬ 
ble, but if default is made in the payment of three consecutive instal¬ 
ments, the whole debt shall be realisable forthwith. 

22. (1) When at the commencement of this Act a debt is payable 
under a decree, and an application is made under Section 15, the appli¬ 
cant shall if he is desirous of securing the benefits of Section 19 or 20 
include in the application a prayer for an order to that effect, 



(2) When after the commencement of this Act a decree is pas¬ 
sed, the Court shall on the application of any of the parties to the suit 
pass orders under Section !9 or 20 as the case may be. 

(3) The debtor to whom sub-section (1) or sub-section (2) 
does not apply and who desires to secure the benefit of Section 19 or 
Section 20 shall within ninety days from the date of the commence¬ 
ment of this Act file an application for an order under Section 19 or 
Section 20, as the case may be and the Court shall in accordance with 
the provisions of sub-sections 2 to 4 of the Section next following 
decide by order the amount payable by the debtor under the provisions 
of this Act in discharge of his debt. 

23. (1) Any debtor entitled to the benefits of the provisions of 
Sections 5 to 11, may apply to the Court having jurisdiction to enter¬ 
tain a suit for the recovery of the dobtforan order determining the 
amount and manner of payment of the debt due from him at the com¬ 
mencement of this Act. 

(2) Every such application shall be in writing and be signed 
by the applicant and verified in the manner prescribed by the Code of 
Civil Procedure, 1100, for signing and verifying plaints. 

(3) Every such application shall contain the following parti¬ 
culars, namely :— 

(i) the place where he resides, 

(iij the address of the creditor or creditors to whom debts is 
due. 

(iii) the names and address of all those who are interested in 

the property if the debt be a secured debt together 
with a clear specification of such property, 

(iv) a clear and concise statement of the details regarding the 

debt and the manner in which and the amount to which 
it has to be scaled down, 

(v) the manner in which he proposes to pay the debt, and 

(vi) other particulars if so prescribed. 

(4) Every application shall be registered as a plaint and shall 
be disposed of as a plaint under the Civil Procedure Code. 

The decree shall specify— 

(a) the amount of the scaled down debt ; 

(b) the instalments and the amount of each of the instalments in 

which the debt has to be paid ; and 

(c) the security accepted by the Court for the debt. 

Settlement of Debt. 

24. (1) Any debtor'other than a body corporate who is unable 
to pay bis debts under the foregoing provisions of this Act may present 
an application to , the Court within whose jurisdiction he resides or 
ordinarily carries on business, for settlement in full of the liability owing 
from him. 
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(2 ) Every such application shall be in writing and shall he 
signed by the applicant and verified in the manner prescribed by the 
Code of Civil Procedure, 1100 for signing and verifying plaints. 

(3) Every such application shall contain the following parti¬ 
culars, namely : — 

(a) the place where he resides and the place or places where he 
holds any prop e-ty moveable or immoveable; 

(fij the amount and other particulars of all claims against him 
together with the name, address and residence of his 
creditors ; 

(c) the amount and other particulars of all his properly inclu¬ 

ding claims due to him together with a specification of 
the value of such propelty and the place or places at 
which any such property is to he found and details of 
any mortgage, lien or charges thereon ; 

(d) a statement that he wants a fair settlement of his debts ; 

(e) a statement that he unconditionally leaves, all his assets in 

the control of the court; and 

(/) other particulars if so prescribed. 

(4) The Court, for purposes of this section and Section 25 
shall be the District Munsiff’s Court, if the total of the debt does not 
exceed Rs. 2,000 and in all other cases the District Court. 

25. (1) Any creditor to whom a debt is owing, may present an 
application for the setllement of any debt due to him if any debt in 
respect of which an order for payment in instalments under Section 21 
has been obtained but owing to default the entire sum due thereon has 
become realisable. 

(2) Every such application shall be in writing and shall be 
signed by the applicant and verified in the manner prescribed by the 
Code of Civil Procedure, 1100, for signing and verifying plaints. 

(3) Every such application shall contain the following parti- 
culars, namely 

(a) the place where the debtor resides or holds immoveable 

property, 

( b) the amount and other particulars of claims against such 

debtor, 

(c) the statement that the debtor is unable to pay his debts and 

that such debtor has committed the default referred to in 
sub-section ( I), and 

(d) other particulars if so prescribed. , 

26. (1) On receipt of an application under Section 25 or Section 
26, the Court shall pass an order fixing a date for hearing the appli* 
cation; 
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(2) Notice of such order shall be sent by registered Anchal 
or Post acknowledgment due as well as in such other manner if so 
prescribed to the debtor and the creditor, 

(3) If the application is filed by a creditor the debtor on his 
appearance shall furnish the particulars mentioned in Section 24 and 
notice shall be sent to all creditors specified by- him- 

27. The Court .shall determine the admissibili'y and amount of 
each such debt and shall for such purpose take all steps necessary for 
the determination of any question raised in the case The procedure 
prescribed in the Travancore Insolvency Act shall nvjlatis mutandis be 
applicable to such proceedings. 

28. The Court shall then settle the liabilities of the debtor in the 
manner mentioned hereunder, namelv : — 

(a) One-fourth of the entire assets not exceeding Rs. 5 000 in 

value shall be allotted to and given over to the debtor 
free of all encumbrances: 

Provided however that if the debtor had originally applied for the 
benefits under Section 19 or 20 and had defaulted, the allot¬ 
ment for his subsistence shall be-only 15 per cent of his assets 
not exceeding Rs. 3,000 

Provided further that in such allotment the homestead in which the 
debtor lives shall wherever possible be allotted to his share ; 

( b) all the remaining assets shall be distributed and made over 

to the creditors in proportion to their debts ; 

Provided that secured creditors shall to the extent of 75 per cent, 
of their debts be paid in preference to unsecured creditors 
and only the balance of the assets shall be dtstnbuted alike 
amongst secured creditors for the balance of their debts and 
unsecured creditors. 

29. All alienations made by the deb‘or during the pendency of an 
application under Section 25 or 27 shall be void as against every 
creditor to whom a debt is owing on the date of .the presentation of 
the petition. 
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A Supplementary Note by 
Mr. K. V. Joseph. 

In appending a note to the Report of the Committee I wish t 0 
state that, as far as the}’ go, the recommendations contained in the 
Report and embodied in the Draft Bill, have my respectful support, 
The recommendations-have been arrived at alter exhaustive discussions 
and they offer relief to the individual citizen, whether he be an agri¬ 
culturist, a trader or an industrialist, from the crushing burden of debt 
under which he has been groaning for years. However, as one who 
has been not only in’erested in this vital question but has'also taken 
an active part in persuading the Government to take steps for the 
solution of the problem I feel that, in some respects, the Committee 
should have gone further. 

2. The Committee has exempted certain classes of debts from the 
scope of the contemplated legislation. This list of exemptions should, 
on no account, be amplified, as any further restriction of its province, 
will be disastrous to the masses; and the power to be retained by 
Government to grant exemptions should seldom, if ever, be used at *all. 

3. The proposals of the Committee to prescribe different rates of 
interest to certain classes of debts involve a concession particularly 
to banks which in my view, is unnecessary and hardly deserved. 
Banks and the Chitties started and conducted by them have contributed 
not a lit'le to the present deplorable' state of affairs. I do most 
emphatically repudiate the claim put forth by the Bankers’ representatives 
that the banks in this State and their invariable concomitants, the 
Chitties have been carried on to do a service to the country or to the 
producing classes. Far from being animated by any such idealism, 
they were actuated merely by the money-making motives and self¬ 
aggrandisement of their promoters- Nothing in British India or the 
outside world can compare with the phenomenal and even unnatural 
growth of banks in Travancore. At one fell sweep, they exterminated 
all indigenous private credit agencies, with the result that this country 
was left without proper credit facilities for agricultrists. As a conse¬ 
quence, the so called joint stock banks stepped in to finance agricul¬ 
turists, not with the laudable motive of supplying a need or doing a 
service to the country, but because, they wanted business. A careful 
and impartial scrutiny and examination will reveal the true nature of 
the majority of the transactions of the bankers It is a well known 
fact that the banks in Travancore commenced work with 24 per cent 
interest, when the law had fixed the highest rate at 12 per cent and, for 
years, they went on declaring 24 per cent dividends, when, even in the 
best of times, land would not yield more than 4 per .cent. 1 am deeply 
convinced that the banks have done ruinous disservice to this country. 
In the circumstances, they cannot rightly and properly claim separate 
and preferential treatment. 
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I am, therefore, strongly of the view that all classes of debts and 
to whomever due, should be treated alike and that the same uniform 
rate of interest, not exceeding 4| per cent, should apply to all debt 
transact ons. All moneys paid in excess should be credited to the 
credit of the debtor. 

4. The enormous burden of accumlated debt has become unbearable 
to the people of the coun'rv. This burden has arisen from the unna¬ 
tural growth of banks and chitties and the practice of periodical re¬ 
newals of debts, adding up principal and interest. 1 am strongly of 
opinion that the burden of debt can be lightened only by tracing all 
debt transactions to their original amount and by allowing nothing 
more than 4| per cent simple interest and the whole amount never 
exceeding one-and a-half times the original principal. 

5. In regard to payment in instalments, the Committee has proposed 
that one-fourth of the deb: a nount should be paid as the first * instalment 
and that for the payment of the balance the maximum number of 20 
instalments may be allowed, extending over a period of 10 years. 1 
feel this is taking away with one hand what is given by the other. 
The purpose of instalment payment is to make it easy for the debtor to 
pay. If the first instalment is to be ons-fourth of the whole debt,it is, 
in the vast majority of cases, likely to be impossible for the debtors to 
pay the first instalment at all and thus they would be deprived of the 
benefits of the new legislation. I, therefore, urge that all instalmets 
should be in equal amounts and should be spread over a pariod of 1 2 
years, unless the debtor undertakes to pay up in a shorter period. 
Before leaving this point, I may mention that Mr. M. K. Anathasiva 
Iyer, one of our leading public men, having extensive credit transactions 
and a member of this Committee as well as of the previous one, has 
stated in his dissenting minute to the Report of the first committee tha 
the creditors would be generally satisfied with 4 to 5 per cent interest 
and regular instalments spread over 25 to 30 years (See page 51 of the 
Report of the Agricultural Debt Redemption Committee.) 

6. I find that an attempt is being made to persuade the Government 
that, as prices are showing a tendency to rise after the out-break of the 
present war, there is no need to push on with debt relief measures. It 
may be true that thtre is a slight improvement in fhe prices of coconut 
products; but this is mainly due to a temporary fall in the import of 
Ceylon products, owing to temporary shipping difficulties. The heavy 
rains of the last few weeks have also led to. reduced supplies of copra 
and coconut oil and to a temporary increase in prices. But, there is no 
reason to expect a steady rise in prices. Nor does the present rise 
suffice to enable the producer to recoup all the losses be has sustained 
for several years past on account of drought,‘low yield,' cocoanut disease 

* In th; lir.it two' halt yearly instalments together— Chairman, 
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and continued fall in prices. Rubber also has shown a tendency to 
look up; but we have, at ihe same time, to remember the uncertainties of 
sb : pping, the fluctuations of ihe rubber market, the increased cost of 
production and the we ; ght of accumulated debt resting on the rubber 
grower, fn regard to pepper, there is no hopeful sign of improving 
prices at all. 

I do not deny that if the present tendency is steadily maintained, 
the producing classes will generally be in a better condition in about 
four or five years. Even so, ibere be an improvement in the capacity of 
the debtors to pay their deb s in instalments.. The greater is, therefore, 
the need for a wise and generous legislation, which wouid enable the 
debtors to take advantage oi ihe rise in prices and pay off their debts in 
easy instalments. 1 hope that the Government would exercise imagina¬ 
tion in an abundant measure and take hold of the present favourable 
moment to press forward with the relief legislation, rather than make it 
a reason to jettison the Committee’s proposals, 

7. I have also to stress another matter which 1 consider very 
urgent. Legislation based on the Committee’s recommendations will' 
take some time to materialize. In-the intervening period, it is of the 
utmost importance to protect the people. It is absolutely necessary 
that a pro cl am a ion should be issued keeping in abeyance all further 
steps in cases pending in civil courts and enabling the debtors con¬ 
cerned, thereby to secure the benefits of the proposed measure. Other¬ 
wise, the cred.tors would so rush court proceedings ano harass debtors 
that by the time the new leg slat on comes into force, the debtors would 
not be in a position to take advantage of benefits it would confer. 

8. In the long his'cry o[ our country, we can look back upon 
various epoch-ma .ing legislation boldly undertaken and promulgated by 
our Maharaj-isand MaKaranis; for instance, the law of Limitation, control 
of interes', abolition of .‘lave trade, and the recent never-to-be-forgotten 
Temple'Entry Proclamation. At all times, there were detrac'ors and 
oppositionists; but our gracious Rulers have courageously gone forward, 
seeking the well-being of the masses and undeterred by the opposition • 
of reactionaries. 1 bel.eve in : he present final effort to roll away the 
crushing burden from the shoulders of the toiling millions of His 
Highness’s subjects, this Government will take courage in both hands 
and go ahead will a piece of legisla'ion which will at once be epoch- 
making its reach and its effectiveness and a model to other S'ates and 
the Provinces in India Having acquainted myself rather extensively 
and intimately wi h the distress of the indebted population, 1 believe 
that they are anxiously looking to His Highness Our Gracious Maharaja 
and to Sir C. P. Rarnaswamy Aiyar, our great Dewan, for relief 
in ample measure to be offered speedily to the toiling millions of Hi§ 
Highness’s subjects. 



9. Before I close, I feel I shall be failing in my duty if I do not 
state, with all my sense of responsibility, that, my close study of the 
problem of indebtedness in this country, extending over the last nearly 
ten years, has fully convinced me that, since the year 1105 M. E., the 
bankers, money-lenders and chitty foremen have been extremely harsh, 
unsympathetic and exacting in their dealings with the debtors. 
Properties worth many lakhs of money have been sold off in court 
auctions to satisfy decree debts which even in the decreed amounts bore 
but an inconsiderable proportion to the value of the properties alienated # 

It is one of the saddest features of economic disorganisation of the 
country in recent times. I consider it a tragedy that our courts could 
not exercise the necessary measure of imagination and discretion, so as 
to secure a reasonable and equitable relation between debts and the 
values of properties sold in auction. 

I brought this matter again and again to the notice of the 
Committee and urged that the Report should include a recommendation 
that all auction sales in satisfaction of decree debts whether confirmed 
or not, since 11 05, should be set aside. I regret that, on account of 
the legal complications involved, the Committee has resiled from 
recommending what I consider to be the just and proper course of action. 
Nevertheless, I would urge on the Government and our legislators that 
no measure of debt relief would go to the root of the matter unless and 
until this be done. 

10. I brought to the notice of the Committee concrete instances of 
unconcionable auction of properties in satisfaction of decree debts. I 
produced a party (Kalarikkan of Rani) whose-properties amounting in ' 
value to Rs. 125,000 were sold off in court auction to satisfy a decree 
debt of about Rs. 6,000. of which the original principal borrowed in 

1103 was but Rs. 3,000 and the entire properties have been automa¬ 
tically appropriated by the creditor himself. 

I can boldly assert that there are hundreds of cases of such 
inequitable alienations of valuable properties. I urge that, in the 
interests of fairness, equity and humanity, an impartial enquiry should 
be conducted into such cases and 1 believe that the investigation of a 
fairly considerable number of them will suffice to convince the benign 
Government of the need to take the necessary steps to offer relief to 
those who have been thus deprived of their properties. 

The following instances are typical of the numerous cases in which 
entire properties, valued at many thousands of rupees, have been sold 
off in court auctions to satisfy debts bearing no reasonable relation to 
the value of the properties sold 

1. The auction sale of the properties of Kalarikkan, Ranni. 

2. Do. Do. Peedikakkan, Manarkad, Kottayam. f 

3. Do. Do. Neeriyankal Joseph, Ponkunnam. , 

4. Do. Do. Ottatnengunkal Devasya Mundakayam, 



1 would urge that at least in some typical cases like tlie above, the 
benign Government should institute an enquiry with a view to find out 
the true nature of the transactions and the extent of the ruin inflicted by 
the rigour of the ordinary law. Such an enquiry can be instituted 
through the Division Peishkars having jurisdiction in ^ the localities 
concerned, with or without the assistance of one or two'other respect, 
able gentlemen. And I undertake to render all assistance in the 
conduct of such an enquiry. 

11. Finally, I may be permitted to express my abiding sense of 
gratitude to the benign Government for their kindness in nominating me 
to the membership of the Committee and for the opportunity given me to 
express my views and to offer my suggestions on the problem of in" 
debtedness which deeply affects the well-being of the millions of His 
Highness’s subjects and on the equitable solution of which 1 have, in 
my own humble way, worked for the last ten years, with an unflinching 
confidence in the infinite sympathy and solicitude of His Highness’s 
Government. 


Trivandrum, 

29fh November 1939. 


Sd|K. V. JOSEPH. 



SUPPLEMENTARY NOT^ 

by 

Mr. N, Narayana Kurup, B. A., B. L., M. L. A. 

1 wish to supplement the Report with the following points 
which according to me have not received sufficient consideration from 
the Committee, although on appropriate occasions 1 tried to draw the 
Committee’s attention to them. 

1. The pivot of all Debt Relief measures is the agriculturist. All 
debt relief measures in other parts of India and Act III of 1112 of 
Travancore are intended to relieve the agricultural indebtedness. Even 
after Act III of 1112 representations from agriculturists were made to 
Government that the provisions therein had not benefited them. Govern¬ 
ment also realised that those provisions in Act III of 1112 were not 
adequate enough to help the agriculturists and appointed the present 
Committee to go into the whole question of indebtedness in this State 
with special reference to the agricultural and industrial indebtedness. 
Consistent with the intention in the G. O. appointing the Committee it 
has proceeded on the principle of “Maximum relief to the agriculturists 
and qualified relief to other debtors." I wonder how then the Com¬ 
mittee resolved to exclude from the reach of its recommendations all the 
debts arising out of any transaction of the nature of a lease including a 
Kanapattom transaction which is very prevalent in Central and North 
Travancore, if not throughout the State. Such lessees are the actual 
tillers of the soil, the real agriculturists. The proposed relief measures 
would work out as a real hardship to the actual ryot by restricting 
relief to absentee landlords. 

2. If interest on such debts also is not reduced and the debts are 
not traced back to their original transactions and if instalments are not 
allowed as have been recommended to other debts in general, the small 
agricultural holdings and even the homesteads of such debtors will be 
sold asway by their creditors. Even the little relief such debtors had 
from Act III of 112 is taken away by the present recommendations. 

3. Further the exclusion of such debts will'deny relief to, a big 
percentage of debtors. At my instance the Chairman has been kind 
enough to call for the statistics relating to the suits and decrees in respect 
of leases. The figures have not been obtained in full. But from the 
office I have been able to gather that there are .3872 suits to the value 
of Rs. 5, 96, 460 and 19, 752 pending decrees to the value of Rs. 22, 
90,434. This will show that at least 23, 624 debtors i. e. the real 
agriculturists will be excluded from any relief. This is not a small 
number which could be lightly ignored. I shall now try to illustrate 
the hardship that will be caused by the exclusion. Suppos^A has 
obtained a decree in 1105 for three years’ arrears of pattom of 300 
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parahs of paddy when the uniform price of paddy per parah was Re. 1. 
The interest at nine per cent on the amount from the date of suit to 
decree and then up to this together with principal will now amount to 
more than Rs. 6Q0, equivalent to 1800 parahs of paddy now. Accord¬ 
ing to the present recommendations the debtor has to pay only 600 
parahs of paddy. If this concession given to the debtors on lease, they 
will be benefited and the debts will be paid off in easy instalments. 

Therefore I am strongly of the view that debts on leases should be 
included within the ambit of relief measures. 

4. The Committee has excluded the mortgagor in usufructory mort¬ 
gages with actual possession from claiming any relief under the new 
provision. This is also not justifiable. Invariably it is the honest 
debtor who hands over possession of his property and it is not right to 
penalise him for his honesty. In many a case the usufructory mortgage 
will be the culmination of a series of transactions and sometimes dec¬ 
rees. The exclusion of the mortgagor from the ambit of proposed 
relief measures will work havoc and offer" an unjustifiable advantage to 
many creditors who have taken mortgages with possession from several 
debtors after the commencement ot the period of depression. It is there-' 
fore but fair and reasonable that the mortgagors also should be brought 
within the operation of the new legislation allowing them also to trace 
back their original principal and to calculate interest only as allowed 
by the new provisions till date of such mortgages and to charge that 
total amount alone as the mortgage amount for redemption of the 
property. 

5. It is recommended that only four and a half percent simple in¬ 
terest per annum shall be calculated on debts before 1-1-07 whether 
secured or unsecured, and four and a half per cent or six percent on 
debts after 1-1-07 according as they are secured or unsecured and that 
interest paid in excess shall not be adjusted towards the principal. 
The injustice done by this recommendation to honest debtors who had 
paid a heavy interest regularly just to go on with their business day to 
day, was brought to the notice of the Committee and I suggested that 
all interest paid in excess of the rate allowed by the recommendation 
should be set off towards the principal on the respective date, on the 
ground that the creditor must have been getting interest for that excess 
also On rejecting this suggestion'I proposed that all interest according 
to the new provision shall be calculated on tthe date of the application 
of the debtor and all payments up to that date credited from the total 
sum of the principals and 'interest so calculated and that only the 
balance alone allowed to be realised. This method of crediting will 
not result in a serious or unjustifiable loss to the creditor and at the same 
time, even the honest debtors will get benefit for their payment in 
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depressed times. It may be argued that those who paid it, were 
capable of paying and they were not ipso facto affected by depression. 
But we found that depression had no partiality to anyone and the pay¬ 
ments therefore must have been made by the sale of property movable 
or immovable. Therefore I am strongly of opinion that all payments of 
the debtor should be set off towards the total amount found due to the 
creditor on a calculation as per the recommendations. If this is not 
done I am afraid that punctual payment of interest will become a losing 
game, resulting in a further serious set-back to the credit machinery in 
the future also, 

G. In certain other recommendations in the Report, even though I 
have voted with the majority just to secure at least the minimum benefit, 
I think we have imposed severe conditions on the debtors whereby the 
privileges allowed will in fact be denied to them. For example we 
have recommended that by two half-yearly instalments out of 16 or 20 
as the case may be, one-fourth of the amount must have been paid and 
the balance by the remaining instalments. This will seriously affect all 
debts below Rs. 6,000 and such debtors will not be able to pay the 
one-fourth unless they sell or pledge or hypothecate their property for 
discharging that portion. This would really force them to incur another 
debt for the discharge of this one-fourth portion. Instalment payments 
are granted in the hope that the debtor will be able to pay from the 
income from his property. It appears to be inequitable to lay down 
such hard and fast rule for the first two instalments and to distribute 
three-fourths over the remaining instalments. Hence such a restriction 
should not be made and the debtor should be allowed to pay each equal 
instalment as it falls due. 

7. Again, the Committee has recommended instalment concessions 
to debtors with no property only on production of surety.* It will be 
very difficult to get a surety to take the burden for the whole period for 
repayment i. e. 8 or 10 years. The condition of surety imposed in such 
cases will seriously handicap several classes or small debtors such as 
labourers, workmen, small-paid employees and so on, who will, in case 
their debts also are conciliated and instalments allowed, certainly pay 
their debts from the little remuneration they receive. This handicap 
will certainly be taken advantage of by their creditors who will harass 
them in more ways than one. These facts were also brought to the 
notice of the Committee. I think the condition of surety imposed in 
such cases is the unkindest cut of all. I am of opinion that debtors who 
have no property to offer as security and who are not able to get persons 
to stand as surety even must be given all the benefits under the new 
provisions. If the creditors are very unsympathetic with such class of 
debtors they may be allowed to have their 'pound, of flesh if and when 
the debtors default one instalment. 

* It has been left (o the deecretion of the Court - Chairmen. 
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8. Again in our Report we have excluded certain incorporated 
Banks from the operations of the new provisions completely. The 
Regulation III of 1112 had not done so. We have recommended that 
all transactions in such Banks working as such and charging only 9 per 
cent, simple interest per annum should be excluded, basing our decision 
on the Agricultural Debt Relief Acts of various British Indian Pro¬ 
vinces, if those outside Banks can work under the British Indian pro¬ 
vision outside Travancore, they have no reason to complain of such 
provisions in our State. If they are completely excluded several debtors 
will go without any benefit at all. Consistent therefore with our recom¬ 
mendations, for special considerations regarding all incorporated Banks 
it is only necessary to exclude all debts arising out of any transaction in 
any incorporated Bank working still as such, and charging not more’than 
9 per cent, simple interest per annum, but in the draft Bill a distinction 
is made between the Public and Private Limited Bank. The distinction 
sought to be imposed is a later thought. At the time of discussion the 
Committee had no idea of drawing such a distinction, to invite further 
criticism. If such Private Limited Banks are to be treated as individual 
creditors and they are to. pay their debts to their creditors in full they 
may not be able to continue their business any longer. Iam afraid the 
question has not been given a fair consideration. 

9. The maximum rate of interest prescribed for -Co-operative 
Societies f. e. 9 per cent, is rather high. Co-operative Societies do not 
require more than 1 per cent, margin to cover their working expenses. 

1 think that a 6 per cent- rate would be reasonable for co-operative 
loans. 

10. . Though the recommendations of the Committee will consider¬ 
ably lessen the debt burden it is highly necessary to check the accu¬ 
mulation of future debts by some means or other. In the case of decree 
debts the decree-holders are allowed by Law to execute the decrees 
within three years or six years according as they are unsecured or 
secured debts. If the decree-holders are vigilant they can get by 
constant execution a 'portion of the debt or the whole within two or 
three years and the debtors will somehow or other pay them. Since the 
promulgation of Section 31 of the C. P. C. the decree-holders can get 
interest on accumulated interest before decree as well after the decree 
and a pending decree debt appears to be a more profitable transaction to 
them. Hence I think the slackness in execution is done purposely by 
the decree-holders. To avoid such slackness on the part of the decree- 
holders, resulting in accumulation of debts, some provision should be 
made in the existing Statute to the effect that an execution application 
should be continuously prosecuted, and if dismissed, shall be treated as 
a dismissal for ever unless the decree-holders come for execution again 
within thirty days from the date of dismissal, on sufficient grounds. 
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This is not a novel idea. The law does not allow a Plaintiff to con¬ 
tinue his suit once dismissed, within three or six years according as it 
is on an unsecured or secured debt. Hence 1 suggest that the law may 
be amended on the lines suggested. 

11. It is certain that these recommendations of the Committee will 
take some time to become an Act. By that time the decree-holders 
may be harassing the debtors by proceeding such as arrest and sale of 
property. Of course to prevent such a state of affairs ihe debtors will 
be paying something with very great difficulty. No doubt that payments 
' towards what one owes is quite necessary and laudable. But that should 
not allow the creditor to have an undue advantage. The Report says 
that any amount of interest paid in excess allowed by the new provision 
will not be set off towards the principal. So much so if the decree- 
holders by their harassing processes are able to realise more money 
which may go in excess allowed by the provisions the debtor will not 
get credit to it, but if it is paid after the Regulation it may help the 
debtor to reduce his liability sanctioned by the new provisions The 
provision to set aside the sale after 1-12-114 will not obviate the above 
contingency. Even if the sales are set aside in these cases the costs 
\frill be an additional burden on the debtors. One of our collegues 
suggested to the Committee that it should recommend to Government to 
stay all execution proceedings and attachments of movables before judg¬ 
ment till the new Regulation comes into force. I also supported Him, 
but the Committee did not think it worth while to consider the sugges¬ 
tion. I think the Committee ought to have recommended for a 6tay of 
execution of decrees and attachment of movables before judgment. 


SdJN. NARAYANA KURUP. 



dissenting note. 

Mr. M. Ramachandra Rao. 

A perusal of the above Report and the proposed Bill will show 
that the scope of the latter is very wide, in fact much wider than that 
of any other Act of a similar nature introduced in Cochin or in any 
British province. The proposed Act comprises all debts and all debtors. 
This will mean that irrespective of the nature and amount of any debt 
it will have to be brought under the operation of the Act. While in 
the Madras Act the debtors are limited only to agriculturists and even 
then excludes many of them, the proposed Act does not make any such 
distinction. Legislation should be equitable and if the debts are scaled 
some guarantee should be given to the creditor that the amount so 
reduced will be available to the money lender in a lump sum or in 
suitable instalments. In so far as the present Act is meant to comprise 
all debtors a maximum debt up to which alone the Act could operate is 
absolutely necessary ‘to be fixed, as otherwise no suitable or workable 
arrangement could be made for repayment of the debts. I would there¬ 
fore suggest that the maximum limit for the working of the Act be fixed to 

(a) an aggregate debt of Rs, 5,000 or 

(b) Ten thousand parahs of paddy. 

The proposed Act provides for the re-opening of a Court Decree 
till the. auction of the property has been confirmed. Though the 
Committe has referred to the practical difficulty which the Government 
will be put to if this proposal is accepted yet I am of opinion they have 
not sufficiently considered the gravity thereof. Decrees of Courts should 
in my opinion not be interfered with. 

The Act also provides for the reduction of the principal' debt by a 
certain percentage if the transaction is closed within a fixed time. 
While there could not be much objection to clip the amount of interest 
earned to any extent, I am of opinion that the principal is always a sacred 
amount and should not be cut down. 

Banks and Co-operative Societies are brought under the operation 
of the Act. This should not be permitted.. The representative of the 
private Banks made a strong case against this. There are only a very few 
Banks left in Travancore and even their functioning will be crippled if 
Banks are brought under the Act. Co-operative Societies are guided 
by special regulation and have not been brought under the Act in 
Madras and Cochin. It is not therefore desirable to adopt the sug¬ 
gestion in Travancore. 

Similarly trade debts are brought under the operation of the Act. 
I need not say that the trade in Travancore will be very much crippled 
if this suggestion is adopted. It may also be pointed out that the 
Travancore Agriculturists Relief Act III of 1112 exclude debt: from 
its general provisions and that no Debt legislation in any other part of 
India has included trade debts within its purview. 

Sd.JM. RAMACHANDRA RAO, 



dissenting note 


BY 

Messrs. M. K. Anantha Siva Iyer 

Mohamed Jaffer Hassan Sait 
N. Venkitachala Iyer. 

We regret we are unable to agree with the recommendations con¬ 
tained in the main report. 

The main report assumes that the reliefs granted to the debtors by 
Act III of 1112 are extremely inadequate and 
Soutio of the G. 0. what is required of the Committee by the G. O. 

wide appointing the Committee, is to suggest more 
drastic measures. We think there is no justifica¬ 
tion in this assumption. The G. O. only says that provisions regarding 
Conciliation in Act HI of II12 have been found to be unsatisfactory 
and the Committee might consider whether and to what extent the 
element of compulsion may be introduced. There is nothing to 
suggest that the other relief measures in the Act are considered inade¬ 
quate. 

Again, though, the G. O. says that the Committee might go into 
the whole question of indebtedness there is the restriction that it should 
be with special reference to Agricultural and small Industrial debts. 
This has been interpreted in the main report as directing the Com¬ 
mittee to include all kinds of debt and debtors in the state, without any 
distinction or restriction within the purview of the proposed relief 
measures. We think this interpretation is loo wide. As the main 
reason for embarking on Debt Relief legislation is the continued econo¬ 
mic depression, and since that has primarily affected the agriculturists, 
such legislation has been restricted to agriculturists and agricultural 
debts alone in some provinces in British India and some of the Indian 
States wherd Debt Relief enactments have been passed. Economic 
depression is not a special feature in Travancore, Other States and 
other provinces are all equally, if not in a worse manner, affected by it. 
Still, nowhere in the world has such legislation been thought of so as to 
affect all existing obligations in the land. The fundamental basis of 
relief being distress and inability to pay, any legislation which does not 
recognise that principle, but hastens to declare, that hereafter no man is 
bound to perform bis obligation, or no decree of court shall be valid, 
has perforce to be unfair and even confiscatory. We think therefore, 
the scope of recommendations has mainly to be in respect of agricul¬ 
tural and small industrial debts. 
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We are unable to agree with the reasons given in the main report 
for the failure of Act III of 1112. It is not the 
Act III o{ 1112 restricted scope of the Act, but the lack of element 
Reasons for failure 0 j compulsion in conciliating the debts and also the 
absence of any provision to enforce prompt settle¬ 
ment and payment of the conciliated debts within a short time that have 
made the Act ineffective. It is not reasonable to compel a creditor to 
reduce his amount without compensating him either by a ready cash 
payment or by giving him property sufficient to cover the conciliated 
amount. If some provision could be made for this, there is no reason 
why the Act could not be successfully worked. 

It is unique that the main report does not take into consideration 
the paying capacity of the debtor, at all in the 
Paying capacity of matter of giving reliefs. The previous A. D. R. 
the debtor to be an c otn mittee did consider this as an important factor 
lmpor an acooi. an d Act 111 of 1112 gave effect to it. All the 
British Indian enactments recognise this in some form or other. The 
argument generally advanced for granting relief to debtors is inability 
to pay due to fall in the price of commodities. This however could 
not,afply to persons who get their income in money. Their income 
has appreciated in money value. If a Government servant or officer 
of a Company drawing a salary of Rs. 500 per mensem incurs a 
debt of Rs. 1,000, according to the main report he is to be given the 
same previleges for repayment as any small agriculturists debtor. 
Again, a person whose debt is very small compared to his assets and 
who is in a position to easily pay off the debt according to his contract, 
is to have the same benefits as a man immersed in debt. For instance, 
a man worth a lakh of rupees owes Rs. 2,000 to an agriculturist who is 
worth Rs. 5,000 according to the main report, the benefit is thrust upon 
the rich debtor at the expense of the poor creditor There are numerous 
such instances. We think they are not persons whet require any relief, 
and any benefit conferred on them would be unjustifiable. We are 
therefore definitely of the opinion that any recommendation regarding 
Debt Relief should be based on a consideration of the paying capacity 
of the debtor. 

The main report dees not define ‘ debtor It merely defines 
1 De’inition of ‘ debt ’ and ‘ person ’. Under the category of debt, 
‘peb/’ all liabilities except dues to Government and some 

other institutions, are brought in. We think this 
definition is too wide. For the purpose of relief, ‘ debt' has to be 
restricted to mean ‘ agricultural debt ’ or ‘ small industrial debt It 
should not be made to apply to debts incurred for non-agricultural or 
non-industrial purposes. ' 
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The term ‘ agriculturist' has been defined in a very restricted 
Ufstnoted soo e of manner in the various Acts passed in some of the 
the' en»otn]ents° P else- provinces in British India and some of the Indian 
where. States. By limiting the scope of those Acts, they 

intend to give relief only to cultivators in the field 
or small agriculturists without much extraneous income. In Madras, 
persons having an income over Rs. 600 per annum from sources other, 
than agriculture or who pay any income-tax or who pay over B. Rs. 500 
as land-tax are all excluded. Similar provisions are made in Cochin 
and Mysore also. In Bombay and Central Provinces, actual cultivators 
whose total debts do not exceed a certain limit alone are included. 

The principle underlying these restrictions is to give relief only to 
Cor r i • those who are in need of it or who deserve it. 
the&n!nunt. ruBl " 0tl " a Speculators are excluded. Persons with fair 
income or those who are able to pay the debt in full 
are excluded. Another reason for imposing such restrictions is to see 
that the debts reduced by legislation are discharged with the help of 
some financing agency which cannot be expected to be able to finance 
all debtors irrespective of the amount of their debts. 


We think that the above reasons hold good in Travancore also. 
( ^ f Ordinarily we can’t expect an agriculturist or small 

oto* P to be exclude"™ S industrialist to incur very big sums by way of debt 
for agricultural or industrial purposes. The bigger 
debtors are all either speculators, big industrialists, or big planters. 
Persons who have lent money being inmost cases themselves thrifty 
agriculturists, it is not fair to penalise them merely because their debtors 
happened to be extravagant or speculative. In the case of big industri¬ 
alists, they have been earning large profits out of borrowed capital. In 
the case of planters too, since the inauguration of the restriction scheme 
in 1933, not only are they getting enhanced prices lor their exportable 
tea or rubber, they are getting good prices fir the balance of their pro¬ 
duction in India itself. So much so they are in every way under more 
favourable conditions than the ordinary agriculturist. Such persons, 
we think, could not be said to deserve or be in need of relief at the 
expense of the creditor. 

Some restrictions have therefore to be imposed as to the nature of 
the debt and some limit has to be fixed regarding 
fiMdatIts'"ooo 0 1>f the amount of debt. We find that 95 - 2 percent. 

of the debtors in the State owe below Rs. 5000 
and their total debt comes to 607 per cent, of the total debt in the 
State. ( Vide page 127 of A. D. R. C. Report) As a matter of expedi¬ 
ency and for effective practical working of the proposed relief measures, 
we 2*re strongly of opinion that an upper limit of Rs, 5000 has to b? 
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fixed and the term ' debtor ’ has to be defined so as to include only 
those persons whose total debts do not exceed that limit. 

The main report excludes certain classes of debts from the purview 
Exclusion of certain ' ts recommendations. Besides those, we think 
debts 0 ™ 10 ” 0 ° ual the following classes of debts should also be 
excluded. 

(a) Usufructuary Mortgages or Ottis. Ordinarily the rate of 
interest in these transactions is very much lower than in the case of 
simple hypothecation bonds. The mortgagee in possession is to be 
satisfied with the income from the property in lieu of interest. With 
the fall in the prices of produce, the mortgagee is getting only a dimini¬ 
shed income and consequently a very low rate of interest. To treat 
mortgage debt as any ordinary debt is not therefore justifiable. The 
Madras and Cochin Acts hive excluded them. 

(b) Amounts due by way of consideration in sales and mortgages. 

When the vendee or mortgagee enjoys another man’s pioperty without 
fully paying for it there is no justification to treat the balance on con¬ 
sideration due as an ordinary debt. The Cochin and Madras Acts 
exclude them also. We think it is only fair that they are excluded. 

(c) Debts due in kind. This refers to paddy transactions. The 
fall in the price of paddy has very much affected the creditors adversely. 
The paddy lent at a time when She price was high is now returned in 
kind when the price is low The creditor stands to suffer heavily by 
that and the debtor stands to gain. Again, interference with paddy 
transactions is bound to affect agriculturists very badly in Kuttanad and 
some other places. As the prevailing rates of interest on paddy viz., 
10 per cent, to I i per cent., are only very reasonable, we think, in the 
interests of agriculture, debts payable in kind may be left alone. 

id, Persons whose assets do not exceed Rs■ 3000. Debts due 
to persons whose total assets do not exceed Rs- 3000, excluding their 
dwelling houses, wearing apparel, utensils, jweliery or suchlike personal 
belongings may be excluded. Such a provision has been made in 
Madras in the case of women. Rven as debtors are sought to be 
protected, we think small creditors also deserve protection and therefore 
we recommend the above exclusion. 

(e) Trade debts. In Act III of 1112 trade debts or debts 
incurred for the purpose of trade are excluded, except for purpose of 
conciliation. We think, that in the interest of commerce, such debts 
also must be excluded. 

In Chapter III of the main report the dividing line for classifying 
debts for the purpose of relief has been fixed at 
The Dividinn Line. )-1 -1107 and accordingly debts incurred prior to 
that date and those incurred subsequently have to 
be differently treated. We think a further classification is necessary 
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regarding transactions subsequent to the passing of Act III of 11f2. 
Since the passing of that Act, economic conditions have not very much 
changed, except they have become better with the general rise in the 
nrices of all commodities. Persons, reposing confidence and faith on 
^ the statute, have ertefed into transactions with 

psbts after Act ill open eyes and with full knowledge of the existing 

o£ 1[ ’‘ 2 4,1 1,0 conditions at reduced rates of interest as prescribed 

oll,[It ‘ tl ' under that Act. It may not be fair at all to inter¬ 

fere with such transactions so as to reduce the amounts due to the 
creditor. We would therefore strongly urge that transactions entered 
Jtr,r the Dassinc of Act III of I 112, be entirely excluded from the 


creditor. We would therefore strongly urge that transactions entered 
into after the passing of Act III of 1112, be entirely excluded from the 
purview of the proposed relief measures. 

The relief proposals mentioned in the main report in respect of 
transactions prior to 1107 are at once unreasonable 
lioii. f proposals and expropriatory. It is admitted in the main report 
BnlurUoij u r iiiUTost ( ] iat ( ) le depression became acute only from 1 lu/. 

' ” ,H The Imperial Bank rate was 8 per cent in Chingom 
■" E1 " " HO’. The debtor was certainly in a position to 

’nay both principal and interest at the contract rate during the pre- 
Depression period, i Non-payment was entirely due to the default of 
the debtor. Accordingly the previous A D. R. (which fixed 
1-1-1105 as the dividing line instead of 1-1-1107) says although relief 
cannot reasonably be claimed upto 1105, from that date relief is 
necessary Up to 1 i 05 the contract rate, subject to the statutory limit, 
SdTpplyT (Page 65. A.D.R- C. Report). We think there u 
no justification for reducing any portion of interes .j U P 0 
1-1-1107, much less any portion of the principal. We would therefore 
recommend that the aggregate amount due by way of principal and 


.'ecommena m<u uic —... -- j . .■> . . > r‘ „„_ f 

interest on 1-1-1107 may betaken as the pnnctpal for subsequent 
calculation. . , 

The main report recommends only 4£ per cent interest from 
1-1-1107 upto the date of the new proposed enact- 
ltate rtb.tm* ft* ment and future interest at the same rate on trans- 
tc*tisacriuns before actions entered into before 1-1-1107. think 

1-1-1W7- this rate is too low. The previous Committee 

thought that 6 per cent would be a reasonable rate ‘fair enough both to 
the debtor and creditor.’ That Committee also says, even that conces¬ 
sional rate should be available only to those who pay the interest within 
a fixed time No individual or credit instruction would have been m 
a position to lend money below 6 per cent interest .during; the depression 
period. After anxious consideration of the then existing conditions, 
the previous Committee did not fhink .t reasonab e to reauc e the rate 
of interest for any period prior to the passing of Act III of 1112. That 
Act has not also interfered with the contract rates up to the date on 
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which it was passed. It has also fixed 6 per cent for secured and 9 
per cent for unsecured debts for a period of three years from the passing 
of that Act. 

In fixing the rase of interest, we have necessarily to bear in mind 
that money lending business is always attended with 
Bate of interest to risks, particularly in the case of individual creditors 
otul frul " who freely advance money on personal security, 
mutual confidence and in many cases as friendly 
and neighbourly loans. A fair margin has always to be allowed for 
bad debts. Under the circumstances, we think that 6 per cent would be 
a fair and reasonable rate for the period from 1-1-1107. 

Regarding post-depression debts, j. e., transactions entered into 
after i -1 -1107, the main report recommends interest 
at 4| per cent for secured and 6 per cent for un¬ 
secured debts till the date of the* proposed enact¬ 
ment and future interest at the same rates. We 
think these rates are too low. The main report 
concedes that in respect of these transactions 8 
“contracts were entered into with open eyes with 
a consciousness of the persistence of the economic|depression-'’ Many 
of the creditors are agriculturists and they have advanced moneys during 
this period by selling their produce at the prevailing low prices. The 
previous Committee recommended 6 per cent interest for both secured 
and unsecured debts incurred during this period, provided payment was 
made within three years from the date of the enactment. This recom¬ 
mendation was not, however, accepted by the legislature and Act III 
of 1112 provided for the realisation of the interest at the contract rate 
up to the date of the enactment and also allowed future interest at16 
per cent for secured and 9 per cent for unsecured debts. In the case of 
Banks and Co-operative Societies, the main report recommends 9 per 
cent interest • Though individual creditors have been more useful to 
agriculturists their rates of interest have" been disproportionately cut 
down. Though there can be no justification on principle for reducing 
the rate of interest on amounts advanced during the period of depres¬ 
sion, as the depression continued and as the creditors are not being 
paid, some concession may be given. We suggest that 6 per cent for 
secured and 9 per cent for unsecured debts would be a fair rate. 

Regarding debts incurred after the passing of Act III of 1112 we 
have already stated there is no justification at all 
On transactions alter f or interfering with such transactions as the rates of 
of°Lwest not interest fixed by the Act are fair and reasonable 

reduced- and people have merely acted under its provisions. 

We think the transactions entered into after 
23-5-11)2 should be left untouched- , 


unsecured. 






103 


The scaling down of the principal by 20 per cent, or !0 per cefit., 

^ £ ■ as the case may be, recommended in the main 

)r fnoi"&l ui'ire^oimh^ re P ort is not sound in principle or justifiable in 
1)11 1 _ reason. There is a sacredness about the principal 

and if any part of it is touched every creditor is bound to feel that be is 
being expropriated. This will also considerably affect the credit 
machinery in the State. Act III of 11 ’2 has no doubt affected credit 
to a great extent, but there was the consolation that the principal has 
not been interfered with. As laws governing interest rates have been 
in force in Travancore Irom very early times, it cannot be said that at 
anytime the creditor would have received high rates of interest. Debts 
incurred during the pre-depression period which might have been easily 
repaid by the debtor but were not paid due io the debtors default are 
to be given the maximum concession as per the main report, at the heavy 
expense of the creditor. We think this is unreasonable and we are 
strongly of the view that in no event should the principal be touched. 

When people have acquired valuable rights under the existing laws, 
it is only fair to expect that their rights should not 
■liV't t.Vbr''"ivri!' 1 ' he affected retrospectively by any new legislation. 

Though there were certain provisions in the pre- 
vious Agriculturists’ Relief Bill, as modified by the select Committee, 
giving retrospective effects, they were stoutly opposed by the then Law 
Member by saying ‘‘ it would be expropriation, unrepentant, unalloyed, 
and unabashed, without even a show of compensation. No State, worth 
the name of the State, can accept such a law,’’ and Act III of II 12 was 
accordingly passed without retrospective effect. We do not think that 
the general conditions have so far changed as to throw off this principle 
altogether and thereby cause great inconvenience and hardship to the 
creditor class as a whole. This might tend to wipe out the creditor 
[rom the society which might also mean wiping off credit from the land. 

The main report, ignoring this statutory principle, recommends re- 
opening of settled accoun’s and renewals of trans- 
1 h" t ' t |roienu 1 i U " <: ' action. When parties have settled their accounts 

’ L "°t ieI1 "' or obtained renewals, in many cases, after re» 

missions made by the creditor, there is no reason why the amount in 
the renewed document should not be treated as the principal. Such 
settlements are allowed by the existing laws in the State on the faith of 
which many creditors have refrained from instituting suits and realising 
the amount through courts. 

Even in the recent Cochin Act reopening of settled transactions is 
permitted only io a very limited extent. Section 1 0 of the Act provides, 
“Arrears ol interest which have been included as principal in the 
subsisting cccurent shall be treated as principal for purpose of Sec. 8 
end 9. If they relate io any period till 1st Chingom 1107, but not 






Otherwise.” “ That Act also provides that any sum paid by the debtor 
shall not be liable to be adjusted towards any future interest or principal 
amount of the debt. 

The right of appropriation by the creditor has been fully recognised 
and given effect to by the A. D. R. Committee. It says, “ we are 
however against revising payments of interests already made and in 
respect of such payments would prohibit any re-adjustment at the 
reduced rate (Page 66). That Committee also says, “ as regards 
amounts paid before the date of enactment it should be open to the 
creditor to. appropriate them for any interest at the contract rate, or as 
the case may be, at the rate fixed in the decree. 

The A. D. R. Committee recommended reopening of renewed 
transactions and of settled accounts only in cases where interest has 
been realised more than 12 per cent, for money and 20 per cent, for 
paddy. Act Ill of 1112 provides for the reopening transactions only in 
case where there are reasonable grounds to suspect inequity such for 
example, that is tainted by fraud, misrepresentation, undue influence, 
coercion, mistake of fact or collusion. 

We think that great hardships would result to the creditors by 
■ reopening settled transactions and so we recommend that such tran¬ 
sactions should not be interfered with, except under circumstances 
mentioned in Section 14 of the Act III of 111 2. 

The main report recommends in respect of the pre-depression debts, 
that the latest renewal before 1-1-1105 should be 
Dividing line not to deemed to be the original transaction and in respect 
for^'Junw ^of^Ve- °f the post-depression debts the earliest renewal 
opening. 1 after 1-1-1105 should be treated as the original 
transaction. It is difficult to see why for purposes 
of reopening settled transactions and renewals alone, the dividing line 
should be shifted to 1-1-1105, while for all other purposes it is fixed as 
1-1-1107 except it be to do further harm to the cre ditor'. Consistently 
with the view taken in the main report, it might have recommended 
1-1-1107 as the limit for reopening of transactions also. By fixing the 
amount as per the latest renewal before 1-1-1105 as the principal the 
main report is not contemplating re-opening down to that date, but for 
several years prior to it. There are several hypothecation bonds of 
1085 or 1090 which might have been renewed in 1104 or 1105 or 
during the subsequent years. According to the main report not more 
than one-half of the principal could be claimed as interest from the date 
of the original transaction up to the date of the new enactment. By 
adopting the recommendations in the main report very hard cases would 




illustration. A hypothecation bo 
of Rs. 1000 was renewed 5 r ' 
would now be entitled to claim Rs. IL 
same year and for the rams amomt 
hypothecatee in this case could now rls 
Such inequities rrngh be m " r 
on a particular date is ii caied as L 
commended that this dare ought to he 


We are no! in favour of re-of 
in Punjab, decrees have bem of il 



reasonable or expedient. Act H! 
re-opening of decree's except whets 
etc. That Act only allows payment 
certain conditions at a seduced rate 
of ordinary contracts, there is a do: 
of courts which ought not to be hgl 



Even supposing that sancti v a inched 1 J r ^ - v < uo! ted, 

their re-opening would imolve si tuu i , move nence. 

■ Accordingto the main icpoit all d’ci" no - i i in, 'a - cution and 
all decrees to be executed are to be rc-oucaea, end tresh de-rees to be 
passed. Already the decree-holder have spent a good amount for 
litigation and might have obtained tie di. ' <• i e iOi> „&t for 

several years and that m more courts man one. He ni ght also have 
spent various sums in executing the decree, rre would invariably have 
been interrupted and delayed by several m.eriocutorv ap~l.cations by the 
debtor. Personal execution might have been staved unoer me provisions 
of S. 37 of Act ill of 1112 and in instalment payments allowed under Sec. 
33, might have been defaulted. Proclamation and sals of properties 
might have been stopped by the deb or presenting an auohca ion before 
the conciliation board. Alter all ibis ordeal, to reopen the decree would 
mean further delay, expense and contest. Var.ou* questions are bound ' 
to arise in which the plaintiff and defendant are not Irkvly to agree, viz., 
as to the original transaction, and what should be yoa.ed as die principal, 
whether amounts given up either at the time of suir coaip.om-.se or le- 
newal are to be revived or not, and us to the manner or c.redi.mg the 
various payments that might have been made m me oesloi etc. The 
court has to adjudicate on all these matieis, /-ippaals a.epovided for 
fromevery suchorder passed by die court, /-Ter all .Ins, a fresb 
decree would be passed for a lesser amount leaving the deciee-holder 
again to all the incidents of execution. lo L«i tee c, editor in this 
pathetic plight at the mercy of the deb.or t* to »av me kr.-t very card, 
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Most of the creditors being aware of the difficulties of realisation 
through courts, are reluctant to rush to court- In most cases, only when 
they are unable to get even part satisfaction or sometimes even renewal, 
they are compelled to resoft to Court- There aredecrees of 1084 still 
pending in execution. There are very many old decrees partly satis¬ 
fied or wholly unsatisfied. They represent very old transaction. It 
would be very hard, if such decrees are reopened and decree holders, 
are directed to realise or receive only Aravasi interest from 

the date of the document forming the basis of the decree, up to the date 
of the proposed enactment. Several decree-holders would be ruined. 
Very many inequities are bound to arise. 

1. Illustration. 

A has a hypothecation bond in his favour for Rs. 2000 executed 
in 1092. He institutes a suit on the same in 1 ] 04 for Rs. 3000. 
After contest the suit is decreed in 1108. The amount due to him 
under the- decree excluding cost, would now be nearly Rs. 6000. 
According to the recommendations in the main report he is to get only 

Rs. 2600. 

2. Illustration. 

A has a hypothecation bond in his favour 1 or Rs. 5000 executed in 
1100. It provides for a term ol 8 years and for payment of interest at 
6 per cent per annum, at the end of every year. He institutes a suit in 
1106 for interest due up to that datefor Rs. 2000. The suit is 
decreed in 1114. The amount now due under this decree is over 
Rs. 3000. The subsequent interest on the hypothecation bond after the 
suit, now comes one-half ol the principal i. e„ Rs. 2500. A has? now 
to realise in'all, over 10,500. According to the main report,'the 
decree obtained after great contest has simply to be struck off without 
anything being paid there-under and under the hypothecation bond 
Rs, 6500 alone could be realised. (Rupees 2500 by way of interest- 
and Rs. 4000 as the principal.) 

Thus we find that even in transetions where interest charged is 
very low, the creditor stands “ to lose about 57 per cent in the I st in¬ 
stance and about 40 per cent in the 2nd instance. Such cases are . by 
no means rare. 

, Greater inequities will arise in the case of persons who have 
obtained assignments ol decrees for valuable consideration. Though the 
transaction is n ew in their case, they will be subject to all the scaling 
down provisions applicable to the original transactions. 

Again from the point of view of expediency also, we think it is 
not advisable to redpen decrees. We can more or less imagine the 
large volume of additional work it would devolve on the judiciary. 
Though within the short time we were sitting on the committee, it was 
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hot possible to obtain correct statistics of the number of decrees ttiat may 
have to be reopened, it is admitted that the number would be very large 
and we think it will be easily over a lakh. Even if additional judges or 
munsiffs are employed, it might take years before fresh decrees could be 
passed in all these cases after hearing both sides, and the inevitable 
delay is bound to affect both the creditor ond the debtor adversely. 

For the foregoing reasons we are strongly of the view that it will 
neither be fair nor expedient to reopen decrees, 
opened™ a^ f n> 'ato" ^ * n an y even t, it is thought that the decrees are to 
Imu"t C Vuo"n'i-t°-nQ7 b e reopened, we would urge that the inequities and 
to be treated as hardships might be minimised by accepting our 

prinotp&l- recommendations in respect of reopening settled 

transactions, namely, by treating the aggregate 
amount due by way of principal and interest on 1-1-1 107 as the princi¬ 
pal from the date. 

S elling aside of sales etc. There is no justification atfalI in setting 
aside sales held in execution of decrees. Very few sales have in fact 
been held after the passing of Act 111 of 1112, as the courts have been 
lenient in granting time to debtors and the debtors have tried to stop 
the sales by putting in applications belore Conciliation Boards. The 
setting aside of sales would work greater hardship in the case of stranger 
auction purchasers. There is no justification also for setting aside all 
sales held after 1-12-1114 as they could have been held only in 
pursuance of applications filed long before that date and in many cases 
after several adjournments have been granted by the court. The reason 
stated in the main report that after the appointment of this Committee 
decree holders are hastening to sell properties, is not correct. In fact, 
very few sales have been held since that date and judgment-debtors 
are generally trying to prolong execution proceedings as much as they 
could. 

Trade Debts. In the main report trade debts after 1-1-1112 are 
excluded from the ambit of the proposed relief measures. Here in 
Travancore most of the trade is being done on credit. A [’special 
feature of the local trade is that importers usually sell thdir goods on 
credit. Exporters too have to make advance payments to parties for 
the’supply of produce and other articles. Importers or exporters may 
, not be dealing entirely with their own money. They may be conduc¬ 
ting their trade partly with their own money and partly with the money 
Wowed from Banks at the usual rate of interest. Their creditors 
may also be merchants outside Travancore. If the importer doe6 not 
pay the amount with interest at the stipulated time to his creditor outside, 
tie may not be able to get future credit. If it be borrowed capital, he 
has to pay interest at 9 per cent, or more and the . 
esHntNl. li * hl l,f principal at the stipulated time to get a further 
advance. When the debts due to Banks are still 
•ubsisting those merchants have to pay 9 per cent, interest to the Bank 



-•••• recommendations of the main report. But 

• : ; ,-=r/v on!y 4.V or 6 par cent, interest ac- 

• "reel or unsecured, and that too to be paid in 
- a-H seriously affect all the importers and 

'■;e State and their money will be locked up 
I.- to continue their business for want of proper 
exporters also is the same. Hence we are 
noSt.' wbethc*- contracted before or after 
i»n 'hs operation of the proposed act. 
fitch is appended to the main report the defmi- 
iven thus, *’ Fracie debts for the purpose of this 
wnieh represents the price of goods purchased 
t his definition is quite narrow and restric- 
k- ali trade debts. As mentioned above tbe 
to local traders for the supply of produce or 
some trad rs borrow money from other traders 
/- ccord ng io the present definition such debts 
tii: deb a. We are therefore ol opinion that the 
s.nuid b:- so worded as to include all debts 
icc cf goods purchased and all debts contracted 

Unless the cienmtton or vhe trade debt is changed on the lines 
su"gc’te i al i u it t J 1 j?de debts me excluded from the ambit 
ofic'tfn c . -a 'i j ha ttacle in the country will be com¬ 
pletely pa a 1 1 w I o piogre-s the country has made so far in 

commerce vr.ii se rcimaect. 

Usufructuary mortgages. 1 he mam report recommends that all 
concessions given ;o an ordinary debtor viz., instalment payment, scal¬ 
ing down of me principal etc., may be given to thd mortgagor as well, 
m cases where she mor.-gasjse claims the mortgage money. We have 
already stated sjoi a :aa. m our view, usufructuary mortgages or Ottis 
are to be excluded -iccordmg io the main report the rights vested in 
the mortgagee by a.long senes of judicial decision are no longer to be 
exercised. He ss Lave no right of personal remedy against the 
mortgagor, no sight oi loreciosure, no right ol sale, unless he is prepared 
to have the principal cut uo w:i by a good percentage, in fact all the 
remedies open.so turn under the existing law of property in the State 
are to be domed to him, wuhout g.vmg him any corresponding remedy. 
He is Simply to keep on the property, even if it has deteriorated in 
value or its income has considerably diminished. It would have been 
something if a; least the rigat of foreclosure is recognised enabling the 
mortgagee ,o sed the proper.y and realise whatever amount it might 
fetch. 
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Again, by barring the- existing remedies of the mortgagee, the 
recommendation in the main report: would cause considerable incon¬ 
venience if the mortgagee choses to pay in 10 years and 20 instalments. 
It is not clear whether it is intended that the mortgagee could hold on 
tbe property till tbe last instalment is paid or whether he is to surrender 
possession when a portion of the amount is paid. As the mortgagor 
would be entitled to interest on his instalment payments and as the pro¬ 
fits realised [rom the property would be varying and uncertain, is it 
intended that the profits be divided every year in proportion to the 
partial payments mads by she mortgagor, or whether there is to be a 
settlement o( accounts either at the time of payment of each instalment 
or at the las! instalment? This practical difficulty is bound to arise. 

Ordinarily a mortgagee does not sue for the mortgage money if 
the income from the property is fairly steady even though the rate of 
interest realised is low. But if the property has very much deteriorated 
or if its income is abnormally diminished it is only just that he should 
be able to get back his money without any penalty as the transaction 
was never intended to be a sale. 

The recommendation to treat mortgage and lease back transactions 
'* as hypothecation bonds is not also justifiable. If it 
bacl°-'^tr-mMLo'imi™"'" * s tended to prevent realisation of high rates of 
interest, it would be sufficient to fix a reasonable 
rate of interest say 6 per cent per annum, and if the lease amounts works 
at a higher rate than this it might be reduced or if it be lower it may 
be left alone, without disturbing the incidents of the mortgage. 

Paddy transactions. The main report while recognising the need 
for the continuance of paddy transactions in the interests of cultivation 
in Kultanad and realising the difficulties of the creditor recommends 
only 6 per cent, interest for paddy loans. We think this too low. In 
the majority of cases paddy loans are unsecured, as it is hoped that the 
amount would he returned soon after the harvest There is greater 
risk in the case of paddy transactions than in money transactions. 
Frequent failure of crops results in default of payment by the debtor 
and consequently there is a large percentage of bad debts. Compared 
with money transactions there are greater difficulties in the matter of 
collection. Expenses are incurred for storage and sometimes losses 
‘occur by flood. To cover the risk and losses incidental to such 
transactions the rate of interest has necessarily to be something higher 
than in the case of money transactions. Act III of 1112 prescribes 
9 per cent. Since then the number of paddy transactions has de¬ 
creased. We think under the circumstances 10 per cent, per annum 
will be a fair rate. 
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The main report has adopted many of of the provisions of the 
Madras and Cochin Acts for the purpose of 
^'.uhneut]parents re d u „ n g amoun t due to the creditor without 

"" 00,1 8 ' , ” wle,L ' however adopting the restrictions contained in those 

Acts in respect of debts and debtors. But those Acts contemplate 
prompt payment of the reduced amount in cash and there are no provi¬ 
sions for payment, in instalments covering a long period as found in the 
main report. 

Regarding the recommendations contained in the main report that 
instalment payment spreading over a period of 8 or 
bombs™*’ 4 SL ‘ tlel "' 3 ‘ lt 10 years should be allowed in the case of all-debtors 
iH.ceb.ar>. irrespective of the consideration whether one is 

able to discharge his debt forthwith or not, we are definitely of the view 
that in the interests of both creditors and debtors it would be better to 
provide that all debts should be discharged within one year. 

Considering how far payment in instalments would prejudice the 
creditor, we have to note that he will not be in a position to invest 
productively small fractional payments. ‘ In many cases even his 
necessities ordinary and extraordinary, could not be met He would 
therefore naturally like to have a cash payment or some other form of 
settlement ip as short a time as possible. 

So far as debtors are concerned we may classify them into those 
Debtors classified whose debts are below 50 per cent, of their assets 
and those whose debts exceed 50 per cent, of their 
assets. The former class of persons will be in a position to pay off their 
debt and save their properties provided instalment payments are granted. 
The Travancore Credit Bank is intended to afford relief to such people. 
They will be getting 20 years’time for repayment in instalments and 
that at a low 1 rate of interest. They can pay in cash before: the end of 
oneyear within which time they could procure money either from the 
Credit Bank or from some other sources. In fact this would be more 
advantageous to the debtor than being allowed to pay his creditor in 
instalments spreading over 8 or 10 years only. 

Regarding the latter class of debtors it cannot reasonably be 
expected that they will be able to pay the instalments regularly as the 
income from their property would be insufficient "to pay the same, 
When default is made in the payment of instalments the creditor would ' 
be put to the necessity of bringing the debtor’s property to sale. He. 
will be put to the trouble of taking steps in execution and will be subject 
to the inevitable laws’ delays. Ultimately, when the properties are 
sold the debtor stands to lose even his entire properties With a view 
to avert these consequences, we would suggest that both the debtor and 
die creditor may be compelled to give and take respectively as much 
property of the debtor at a fair price (say, capitalised at 4 per cent, 
interest) as would be required to cover his debt leaving rest of the 



start afresh in life without any burden of debt. 

In the case of debtors whose assets are insufficient to cover even 
the reduced amount and in whose case there can be no hope of saving 
the properties even if long periods are allowed, in their own interests, 
it would be better to declare them insolvents and their assets distributed 
prorata amongst the creditors. 

The acceptance of the foregoing principle would be a practical 
solution of the problem of debt relief. Within one year most of the 
debts would have been free of their burden. This wil also pave the 
way for future credit and would be conducive to the development 
of agriculture and industry in the State. 

After scaling down the interest and the principal and permitting to 
pay the reduced amount in instalments covering 8 or 10 years, if the 
debtor is still unsatisfied, the main report recommends that 25 per cent, 
or 15 per cent, as the case may be, of his entire properties be given to 
him free of all liability. This is to be irrespective of the amount of his 
debts. The main report is unconcerned with the creditor, ft does 
not matter whether the creditor gets one anna in the rupee. A fixed 
percentage is however to be preserved for the debtor. Such provision 
is found in the Bombay Act alone. But then, that Act is entirely 
based on the principle of the paying capacity of the debtor, which 
however has been totally ignored by the main report. Thus many of 
the provisions detrimental to the creditor found in the various British 
Indian Acts have been adopted in the main report without any of their 
beneficial restrictions. This we think would be hard. Why should 
amounts be scaled down after elaborate enquiry if ultimately the 
creditor is to be given only a dividend ?' Amounts are scaled down 
with a view to remove the effects of depression on the debtor and if 
that be done at least the reduced amount should be paid. Otherwise 
it would be giving an additional advantage to the debtor which he could 
not have dreamt of even before the depression. We are therefore of 
opinion that such a provision being expropriatory ought not to be 
adopted. 

Bill. There is no direction in the G. O. constituting the Com¬ 
mittee to prepare any draft Bill by the Committee. We think 
the Bill ought to be drafted only after the Government pass 
any order on the report of the Committee. Under such 
circumstances, we don’t think it is necessary to criticise in detail the 
draft bill appended to the Report. We would only add that as we 
don’t agree with the conclusions in the main Report, we are unable to 
agree with any of the provisions in the draft Bill as well. 

M. K. Anactha Siva Iyer (Sd.) 

Mohammed Jaffer Hassan Sait (Sd.) 

N. Venkatachala Iyer (Sd.) 



APPENDIX L 

Proceedings of the Government of Mis Highness the Maharaja 
of 

Tra vaneore. 

Read : — 

Progress reports of the working of the Conciliation Boards during 
the years I i I 2 to 1114. 

Order D. Djs. No. 1228‘39/Rbv-, dated, Trivandrum, 

U rn July 1939. 

The Government have been for some years trying to deal with the 
problem of agricultural indebtedness in the State. As early as 9th 
January 1935 they appointed the Agricultural Debt Redemption Com¬ 
mittee to enquire into the question and io suggest such measures of 
relief as could he given effect to. Their report was duly considered 
and two S alutes the Agriculturists’ Relief Act fAct III of 11 12) and 
‘ the Credit Bank Act (Act IV of 1113)” were passed into Law. 
Under the former, the Debt Conciliation Boards, and under the latter 
the Credit Bank were established. Statistics ielating to the working of 
the Conciliation Boards do not justify the expectation that any apprecia¬ 
ble result could he achieved by the system under which the Boards are 
functioning at present. In the year 1113, there were seven Boards 
conciliating debts in different centres in the State. While the total 
number of applications which the Boards had to deal with was 3,572 
covering a total debt of Rs. 56,26,972 the number of cases in which 
conciliation was effected and agreements were actually executed was 
only 241 covering a total debt of' Rs. 3,61,034 conciliated for 
Rs 2,90,776. This has resulted in a total reduction of such debts only 
by Rs. 70,308. The total expenditure incurred by Government for 
the purpose during the year amounted to Rs. 60,411. The current 
year’s results are no better than the previous years. As the security 
offered is inadequate for the relative debts, the Credit Bank, it is re¬ 
ported, is unable to render substantial help to the parties who have 
effected settlements. Neither the creditor nor the debtor seems to be 
able or very willing to take advantage of ihe machinery so far provided 
by Government. Numerous represen'a'ions have been made to Govern¬ 
ment by the interests concerned which clearly indicate their urgent 
desire that if possible more effective steps should be taken for the relief 
of indebted agriculturists. Government also are satisfied that a change 
in the Law and the system of conciliation is necessary. 

The enactments now in force in British India and in several of the 
Indian States recognise and give effect to. the element of compulsion in 
conciliation, but the: extent to which compulsion is justifiable or 
expendient is a debatable point. The conditions affecting' the agricul¬ 
turists in the State and the problem relating to the r indebtedness cannot 
be said to be uniform in all localities in India and Travancore presents 
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several special features one of which is the circumstance that many of the 
creditors are also debtors and that there is no specific money lending 
community in the State. The question as to. the extent to which 
legislation may be embarked upon therefore deserves further and closer 
scrutiny. The Government therefore resolve to appoint a Committee 
to go into the whole question of indebtedness with special reference to 
agricultural and industrial debts and the proper mode of dealing with 
the same and to report to Government their conclusion inter alia regar¬ 
ding the extent to which compulsion may be resorted to in scaling down 
and settling the existing debts and the legal procedure to achieve the 
end. The Committee will also forward their suggestions for keeping 
down the abnormal growth in the volume of future debts that maybe 
incurred by the agriculturists and small industrialists in the State. 

The Committee will consist of the following twelve Members - 

1. M. R. Ry. Dewan Bhadur Rajyasevadurandara V. S. Subra- 

monia Iyer Avergal,— Chairman. 

2. Mr. K. V. Joseph, Pottankulam, Kanjirapalli. 

3. M. R. Ry. K. C. Karunakaran Avergal, Member, Sri Mulam 

Assembly. 

4. ,, S. Krishna Pillai AvL, Legal Remembrancer to 

Government. 

5. „ T. Kumara Pillai Avl., Kalkulam. 

6. ,, Rao Bahadur Rajyasevanirata, N. Kunjan Pillai, 

Avl- 

7. „ Kottoor K. Kunjukrishna Pillai Avl. 

8- „ C. O. Madhavan Avl. 

9. „ N, Narayana Kurup Avl., Member, Sri Mulam 

Assembly. 

10. „ Kainikara M. Padmanabha Pillai Avl., 

Member, Sri Mulam Assembly. 

11. „ M. Ramachandra Rao Avl., Land Revenue and 

Income Tax Commissioner. 

12. - „ N. Venkitachalam Iyer Avl., Advocate, AUeppey. 

The Committee will hold their sittings at Trivandrum] and submit 

their report within two months. 

(By order.) 

(Sd). M. K. NILAKANTA A IYER, 

Chief Secretary to Government- 
To 

The Chief Conciliation Officer. * 

The Gazette. 

The Financial Secretary to Government, 1 

The Members of the Committee. 

The Registrar, High Court. 



APPENDIX ll 

QUESTIONNAIRE, 

I, What are the classes of debtors that should ba brought within 
the scope of Debt Relief measures ? 

Would you recommend relief to every debtor irrespective of his 
total income from all sources or would you recotnend the exclusion from 
such relief of any debtor having regard to the amount of his total income. 
If so, what is that amount ? 

II. In view of the fact that the Committee is going into the whole 
question of indebtedness, do you think it necessary to differentiate 
between ‘ Agricultural Debt”, “Industrial Debt” and “Other Debt”. 

In that case what should be the definition of Agriculturist and 
Agricultural Debt. Do you, accept the definition ‘Agriculturist’ and 
‘Debt’ in Section 2 la) and (e) of Act III of 1112, if not what 
changes do you propose ? 

What would you mean by ail ‘industrial debt’. Do you consider 
that the indebtedness of both factory industrialists and cottage indus¬ 
trialists stands in need of relief. 

Do you think that a definition- of ‘other debts’ is necessary ? If 
so, what definition would you suggest ? 

III. For purposes of relief, would you classify debts into those 
prior to 1105 and those from 1105‘as recommended by the Agricultural 
Debt Redemption Committee of 1935. If you are in favour of classific¬ 
ation and if you are not satisfied with the above classification, what is 
your alternative suggestion ? 

IV. Are you in favour of classifying the debtors on the basis of the 
burden of their debts, e. g., into (I ) those whose liabilities so largely 
exceed their assets that even after a fair reduction their assets cannot be 
expected to bear the debt burden and (ii) those whose liabilities can 
be brought reasonably below their assets so that their debts could be 
repaid in instalments extending over a period of years. Would you 
suggest any other classification ? 

V. Is it necessary to fix an upper limit for the agriculturist bor¬ 
rower to get the benefit of the relief measures ? 

' VI. To your knowledge, what are the usual terms of borrowing ? 
And how are repayments of principal and interest made? Are there 
any iniquitous conditions attaching to repayment, such as claim by 
creditors of the right to take and sell produce at ruinous rates and so on? 
If so, where and in the case of what class of creditors or debtors ? 

*VII- What has been the tend of Agricultural prices since 1935? 
How lias it affected the value of agricultural land in [particular and the 



problem of agricultural indebtedness in genera! ? What is the present 
value of land wet and dry as compared with die value in 1935. To 
what extent has land been sold or mortgaged by Agriculturists since 
1935? 

VIII. To what extent is land mortgaged by agriculturists as security 
for debts ? Has land changed hands during the last four years to a 
greater extent on the average than previously ? 

IX. To what categories of non-cultivating classes has land been 
passing during recent years ? What has been its effect on the efficiency 
of cultivation ? What is the effect of absentee-landlordism on the 
agriculturist who remains in the village ? 

X. If you consider that the various means by which agriculturists 
derive their credit are not sufficiently co-ordinated, or that the rates of 
interest are high, or that the promptness with which the loans are granted 
is not sufficient, or that there are any other defects in the present system 
of credit to agriculturists, can you suggest remedies ? 

XI. Are you in favour of scaling down and settling the existing 
debts ? If so, what is the principle which you would adopt ? 

XII. What is your view regarding the principle of ‘damdupat’ ? 
Should any interest already paid and appropriated as such be taken as 
reducing the principal amount itself ^ If so in what circumstances and 
to what extent ? Should the fact that the transaction has already 
matured into a decree make any difference and if so what ? 

Should any interest paid by a debtor, as a matter of fact, in excess 
of what may by future legislation, be declared the maximum, be com¬ 
pelled to be repaid to him ? If so, in what circumstances and under 
what conditions? 

XIII. In case, you are of opinion that the rate and amount of interest 
should be reduced, what should be done in the case of banks and such 
other institutions which have already realised interest on loans at agreed 
rates and paid dividends ? 

XIV. At e you in favour ol placing a limit on the rate as well as the 
total amount of interest a creditor can levy from the borrower ? Are 
you in favour of prohibiting compound interest ? Would you prohibit 
renewals in which the interest accumulated is to be treated as a part of 
the future principal debt ? Would not such prohibition precipitate suits 
which might otherwise be avoided '? Would you, allow such renewals 

| Under any conditions and if so what ? What is the rate of interest 
that you would propose for future transactions? 

XV. Are you in favour of any machinery for debt conciliation ? 
If you are, are you ‘satisfied with the provisions in Act ill of 1112. 
Do you think a change in the law and the system of Conciliation 
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. necessary ? Should there be any and if so what element of compulsion 
in conciliation schemes. What are your suggestions on these points ? 

XVI. A good percentage of the creditors are themselves agricul. 
turists- Should this fact influence in any way the problem of debt 
relief ? If so how ? 

XVII. Do you think that separate conciliation boards are necessary 
to deal 'with (1) industrial debts, (2) Kuttanad agriculturists, (3) 
Planters and (4)'Co-operative Societies. 

XVIII. Should there be separate agencies for conciliation and scaling , 
down of debts or do you think that the jurisdiction for such purposes 
may also be vested in the regular courts themselves like insolvency 
jurisdiction. 

XIX. What should be the relation of the capacity of the borrower to 
repay to the problem of relief ? 

sjXX. Do you apprehend that these relief measures would cut out not 
merely superfious credit but also necessary credit ? 

What has been the effect of the Debt Relief Act of 1112 upon 
agricultural credit ? What effect beneficial or otherwise has it had 
upon the discharge of agriculturalists’ debts which existed at the time or 
upon the relations between such debtors and their creditors. 

XXL What in your viewjshould be the arrangement for the 
repayment of conciliated debts ? Is the Credit Bank machinery ade 
quate ? If not what changes would you suggest ? 

XXII. Do you think that it is necessasy to enact a Rural 
Insolvency Act which would save to the honest debtor, who is willing 
to place all his assets at the disposal of the liquidator, his homestead 
and at least a small portion of his holding to enable him and his family 
to have bare subsistence ? 

If you are in favour of this proposition what is the percentage of 
theTdebtor’s assets that you would permit him to retain ? How will 
you check voluntary or involuntary alienations of property thus saved ? 

XXI1J. Is it .necessary to control money-lending by suitable 
legislation? If so, what are your proposals ? 

XXIV. What methods would you suggest for preventing futura 
borrowing by agriculturists? What sources would you provide and 
how; for necessary future credit for the agricultural needs of the 
cultivator ? 

XXV. Future indebtedness can be checked only by controlling 
improvident borrowing and speculative leading. : How can you do this? 
What practical methods would you suggest ? 
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XXVI. What do you think is an economic agricultural holding 
m Travancore ? Are you in favour of consolidation of agricultural 
holdings ? Would you penalise the cultivation of uneconomic holdings? 

Is legislation desirable ? If so, on what lines ? 

XXVll. What system would you recommend for preventing the 
agriculturist from raising loans except for productive purposes and in ' 
such a manner as to enable him to repay them punctually? 

XXVIII. ‘All the World over, especially in agricultural tracts 
it is co-operation that has reduced, if not suppressed private money 
lending. Further expansion of the co-operative movement while more 
urgently needed than ever because of the fact of restricted credit must 
proceed on altered lines to suit the changing environment’' (Page 3. 
Indian Co-operative Review Vol. V). ■, Is this true of Travancore? 
How will you link the measures for the cortrol of future debts with the 
re-organisation of the co-operative movement? 

XXIX. “The solution depends entirely on the organisation of 
cultivators of whom only a small percentage has so far joined'the co¬ 
operative movement. The time has come when it will no longer be 
advisable to leave the matter to voluntary enterprise and a scheme of 
cumpulsory organisation should be undertaken by the Co-operative 
Department as has been done in Japan.”—Devadhar Committee. 

Do you endorse this view? If you do, on what lines would you, 
suggest the compulsory organisation to be carried out ? 

XXX. Can you give some idea of the number of subsidiary 
industries, allied or supplemental to agricultural existing in your locality? 
Can you suggest methods by which any such industries could be en¬ 
couraged and by which the producer might be enabled to get a better 
return for his produce? Can you suggest any enterprises which may 
give employment to the former during seasons when he cannot make 
use of his time on his farm and thus enable him to supplement his 
income and to raise his standard or living? What would be the best 
method of securing working capital for these enterprises ? What 
financial machinery would you suggest for this purpose ? 

XXXI. Do you think that a re-organisation of the existing 
marketing system would materially check the growth of future indebted¬ 
ness ? What in your opinion are the possibilities of.forming pools, and 
of co-operative effort generally in marketing produce ? Do you think 
that the organisation of co-operative sales societies linked to a central 
organisation would be useful ? 

XXXH. It has been suggested that the grower of produce doe* 
not get the full value for his produce on account of the speculative 



buying and selling activities of firms and companies who deal in the 
export trade and on account of the control of prices by these and other 
bodies. What are your views on this suggestion ? Please support 
your views by any facts and figures within your knowledge. Have you 
any observations to make with a view to ensure a better return to the 
growers of produce? 

Have you any reason to think that lack of facilities to persons en¬ 
gaged in the movement of the principal crops of your locality such as 
cocoanut, copra, pepper, ginger, etc., is due to causes other than the 
borrower’s lack of credit, e. g. any position of monopoly which the 
buyers might enjoy, or any other cause or causes. 

XXX1I1. Are any measures possible or desirable for improving 
the 'financing of cultivation and the economic condition of the agri¬ 
culturist generally by measures for improving marketing, stapling, 
co-ordination of crop production, warehousing, etc- 

XXXIV. Do you think that the Government schemes for 
promoting general utilities e. g., roads, irrigation projects, sanitation 
programmes, etc., would be able to control the growth of future in¬ 
debtedness and if fso, what recommendation would you make to 
Government on this subject ? - 

XXXV. Are ariy Government schemes possible for the general 
industrial development of the State as a means either (a) of improving 
the market for our agricultural produce, or (b) of affording alternative 
means of employment to the rural population either, (i) as wage- 
earners, (ii) as workers at village industries. 

XXXVI. Has the incidence of land revenue taxation any bear¬ 
ing on the problem of indebtedness? Does the present burden of 
taxation press unduly hard on the agriculturist ? 

N. B. If the above questions rae not sufficient to cover your 
views on the subject, a general note on any other points 
that might strike you may kindly be forwarded. 



APPENDIX III. 

A note by Mr. T. Kumara Pillal, 

InG. 0., D. Dis. No. 1228139/Rev., dated I Ith July 1939 
Government have directed the Committee to consider and report on the 
methods of liquidating the debts of the people of the country. At the 
same time, they have also directed that the Committee should suggest 
ways of preventing the further growth of indebtedness among the agri¬ 
culturists and small businessmen. In my view, in spite of whatever 
measures Government might adopt for affording relief from debts, as 
long as, the economic condition of the people remains as at the present 
day, there can be no way of escape from further debts. In this note, I 
refer mainly to the condition of the agriculturists and particularly to 
that of the paddy cultivators. If the agriculturists are to be enabled to 
pay off their present debts without incurring future debts, the objective 
cannot be realized unless and until their economic condition is improved. 
For this purpose, the facilities required for successfully carrying on 
agriculture should be provided and, what is equally important, all 
handicaps to agricultural occupation should be removed. 

We should never lose sight of the vital principle that the food 
crops that we require should be produced in this country. The tracts 
best suited for paddy cultivation are Nanjinad, Edanad and Kuttanad. 
Prior to the economic depression, the income from one acre of paddy 
land in Nanjinad was Rs. 120 and it has now come down to Rs. 20. 
From the Karapadams of Kuttanad, the yield per acre was 56j paras 
and it has now come down to 33 paras ; and in the case of Kayal 
lands, the yield has gone down from 381 paras'to 16 paras (Vide Report 
of the Economic Depression Enquiry Committee, paras 64 to 67 and 
75 to 82). 

On account of various casuses, the yield from agriculture has gone 
down ; and at the same time, 'the 'prices of agricultural produce have 
fallen to a very low level. The agriculturists who are already groan¬ 
ing under the weight of heavy debts, find that they can neither carry on 
their occupation nor leave it off. Unless and until the agriculturists 
who form the backbone of the country’s prosperity and who produce 
food for all other classes of the population, are saved from the present 
deplorable condition, we will have to put up for ever with our daily 
increasing helplessness and dependance upon others in regard to the 
food supply of the country. This is a very grave matter on which the 
earnest attention of the Committee should be concentrated. 1, therefore, 
proceed to draw attention to certain very important requirements of the 
paddy cultivators. 

(1) It is not possible to carry on paddy cultivation properly under 
the ooer-heaoy assessment on land existing at present. According to the 
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ast settlement, the first class lands in the country were assessed at the 
standard rate of Rs. 20 Ch. I 0 C. 6. But, disregarding the standard 
rate, the Nanjinad paddy lands have been assessed at rates higher than 
the standard rates, as shown below :— 

Rs. Ch. C. 

I st tharam ... 25 15 6 

2nd tharam ... 23 20 0 

3rd tharam - 21 2o 4 

The extent of lands so assessed at rates higher than the standard 
rate is 55 per cent, in Nanjinad and 22 per cent, in Edanad. (Vide 
Kodayar Project Papers Vol. Ill. Statements VI, VII and XI). The 
above discrepancy arose on account of the fact that the fast settlement 
was not made on the 'basis of the principles laid down in the 
Royal Proclamation relating to. the settlement. This is a matter that 
has been acknowledged by Government themselves. (Vide G. O. 
No. 13721/L. C. and F. dated 25th December 1913, wherein it is 
stated as follows :— 

“The proclamation'dated the Hth Kumbhom 1061 M. E. 
clearly laid down how the rice lands should be assessed. 
The directions contained therein were, however, ignored and 
the assessment on the lands was fixed on the principle that in 
no case was the resulting revenue demand payable to the 
Government on any individual property to exceed or fall short 
of munkaram by 10 per cent, or more ". 

“It has to be said that the Government did not adhere to any 
continuity of policy in the treatment of settlement matters or 
always deal with them in accordance with the spirit of the 
Royal Proclamation of 1051 M. ii.” 

Land Revenue Manual Vol. II—Pages 1077 and 1081. 

“ The assessment for dry lands has been fixed on the acreage basis 
according to a schedule which classified the lands into 13 tharams or 
classes, the maximum rate per acre being 15 fanams and the minimum 
1 fanam. The rates below the sixth tharam have been abolished, with 
the result that the lowest rate is 7 fanams per acre ” (Banking Enquiry 
Committee Report, Page 22). Thus, when we consider the policy 
adopted by Government in the last settlement, it will be seen that there 
is no force in the argument that the assessments made at that settlement 
cannot be revised till the next settlement. If the provisions of the Royal 
Proclamation were over-looked in an executive order, the error can 
undoubtedly be rectified by means of another executive order. As a 
matter of fact, the assessment on the paddy fields of Nanjinad and 
Edanad is too heavy for the ryots to bear in the present conditions and, 
as long as the said assessment continues to be enforced, the indebtedness 
of the ryots cannot but grow and accumulate. 
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9. (Kodayar Papers Vol. Ill, Page 14, Para 17) 

“ Tire average rate per acre for wet lands under pattam tenure, 
both chanrsl-fed and rain-fed, in the four taluks, (Thovala, 
Agasteeswaram, Eraniel and Kalkulam) comes to Rs. 16-27-12. 
The comparison becomes more striking if we take the figures 
given in the Madrrs Mnual of Adminstration Vol. I, Page 
145. The statement given there shows that the average 
assessment in 20 settled districts, including second crop-assess¬ 
ment and water tax, ranges between Rs. 1-6-3 in Nilgiris and 
Rs. 9-1-9 in Tinnevelly, which is the highest, average for 
the Madras Presidency.” 

Page 15, Para 21. 

“ These figures speak for themselves. Not only are the rates 
adopted at the settlement higher than the highest in British' 
India, but a considerable portion of the existing wet area has 
been brought under these high rates. The iaverage rate per 
acre in thus much higher than in other parts of the State or 
, in British India, From these data, the conclusion is irresisti¬ 

ble that the channel-fed lands in Nanjinad and Edanad 
are heavily taxed.” . 

The above statement will clearly substantiate the weight of the 
burden of land revenue assessment borne by the paddy cultivators of 
Nanjinad and Edanad. The Banking Enquiry Committee has, at page 
20 of its Report, recorded tha' the lands in this country included in the 
first tharam are 75‘ 13 par cent. No doubt when the payment of tax 
become impossible, on account of failure of wops, some portion of. the 
tax is remitted. But, from such remissions, the ryots do not de 'ive the 
benefits that the Government have in view. For, apart from the 
shrewder and richer ryots, the ordinary agriculturists do not, as a rule, 
obtain, in actual practice, the real benefits of tax remissions. On certain 
occasions, coercive action is held in abeyance and the tax is permitted 
to be collected along with the next instalment. This practice, though 
considered to be convenient to the ryots, in reality, turns out to be a 
danger and a snare ; for, to the ryot to whom the payment of one in¬ 
stalment is a great burden the payment of two instalments at the same 
time becomes sheer impossibility, with the result, that ultimately his 
lands come to be sold in auction for arrears of land tax. 

In, G. O., R. O. C. No. 2764/31 /Rev., dated the 14th July 1 931. 
Government ordered coercive steps for realisation of arrears of land to 
be held in abeyance under certain conditions. But the then Land 
Revenue Commissioner, Division Peishkars and many Tahsildars are 
said to have reported against the necessity for the order. The argument 
of the then Land Revenue Commissioner, was that the prices of agri¬ 
cultural products had not fallen below the level of the prices at the time 




of the last settlement and that the pattadars were not unable to pay the 
tax. But the Land Revenue Officers failed to remind the .Government 
of the extent to which the daily needs and requirements of the ryots 
had increased since the last settlement and of the extent to which in¬ 
direct taxation had, in the meantime advanced. It is not possible for 
those who have carefully studied the condition of our villages and our 
rural folk and the handicaps under which they carry on agriculture and 
studied also the resultant burden of their debts to agree with the views 
of the kind expressed by the Land Revenue Officers in connection with 
the G. O. mentioned above. There can be no doubt that, as long as 
the burden of assessment is not reduced and the facilities for agriculture 
are not adequately provided, the economic condition of the agriculturists 
cannot but continue to deteriorate. 

At page 65 of their report, the Unemployment Enquiry Committee 
have held the view that the one cause of the decline of agriculture is 
the excessive land revenue assessment and they have recommended that 
an expert 'Committee should be appointed to enquire into and report on 
this matter. In these circumstances, as a measure of relief and encour-* 

agement to the agriculturists, land tax above the settlement rate of 

Rs. 10-5-10 (fixed for the 5th tharam) should not be realised, at least 
till the economic depression is over. 

(2) To the paddy cultivators, the most urgent necessity, is 

adequate water supply. The Kodayar scheme was carried out at 

enormous expenditure and it was, at the time, expected that it would 
supply water to 56,239 acres ol paddy lands in Nanjinad and Edanad. 

But in recent times, it has become very clear that the Kodayar 
Project has not brought to Nanjinad and Edanad the benefits that had 
been expected from it. According to the Settlement Register, there 
were 3650 tanks in Nanjinad and Edanad. The number of tanks has 
now decreased'to 2109. The rest of the tank-beds have been sold to 
private owners. The Minor Irrigation Cmmittee found that there were 
only 663 tanks which held water so as to be of use to the cultivators. 
The remaining 1446 tanks are partially filled up or have become other¬ 
wise useless for agricultural purposes. Relying on the Kodayar - 
Project, many tank-beds have been sold off and the remaining ones have 
not been regularly repaired or maintained in a useful condition. There 
have, therefore, been repeated failures of crops and the indebtedness of 
the ryots has been increasing beyond their capacity to bear it. 
Frequently the yield is not sufficient even to meet the tax payment. 
The result 4s that agricultural lands have steadily passed from the agri¬ 
cultural classes to the non-agricultural creditors. 

According to the report of the Minor Irrigation Committee, there 
ftre 6518 tanks and 3748 qanals iij this country serving the needs of 
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agriculture. At page 21 of the report, paras 66 to 69, the following 
observations are made :— 

Para 66. “ The area commanded by tanks is, about 66,000 

acres or 10 per cent, of the total area of wet lands in the 
State. Of this, the ayacut under tanks which are 
reported to be good or in fair condition on account of res¬ 
toration works carried out in recent years or otherwise 
and do not require immediate attention may be taken to 
be about 18,000 acres. The balance or 48,000 acres 
stand in need of the benefits of restoration works. ’’ 

Para 67. “ The punja cultivation in Kuttanad covers an area of 
about 66,000 acres—only a little less than the total area 
commanded by tanks. The excessive net work of canals 
and drainage channels in this region serve the purposes 
of navigation, drainage and irrigation and also of sup¬ 
plying manure in the form of silt brought down by the 
floods. Very little has been attempted here so far by 
Government to improve irrigation facilities etc. 

Para 68- “ The agricultural witnesses before the Committee in 

this area wer e unanimous in their requests for improve¬ 
ment to canals, drainage, channels and bunds and the 
provision of locks and regulators to control the inflow of 
brackish water. ” 

Para 69. “ The area of wet lands in the Kunnatunad alone is 
61,000 acres while in the adjoining taluk of Muvattu- 
puzha it, is 46,000 acres. In addition to the restoration 
of tanks in these taluks, a good deal has to be done by 
way of improvements to the drainage channels and the 
protection of fresh irrigation works where they do not 
exist at present. The investigation of works of the 
latter character is considered necessary in every taluk. ” 

As long as the tanks and canals so necessary for the agriculture are . 
iti such deplorable condition, agriculture cannot but deteriorate and as the 
income from agriculture decreases, the indebtedness of the agriculturists 
is bound to increase. If the agriculturists are to be really redeemed 
from the burden of indebtedness the first and foremost consideration 
should be that of providing adequate water supply to the needs of agri¬ 
culture. Until, therefore, the tanks and canals necessary for agriculture 
are repaired and maintained in proper condition, it is necessary to create 
an irrigation fund by setting apart towards it annually a sum of not less 
than Rs. 5 lakhs, to be utilized entirely for irrigation works. This 
is one of the main recommendations of the Minor Irrigation 
Committee. {Vide Page 28 Paras 94 and'95). 



(3) According to the existing rules, the cost of minor irrigation 
Works in Nanjinad and Edanad are to be borne entirely by the Govern¬ 
ment and in the rest of the country, the ryots are liable to a half¬ 
contribution of the cost of such works. This is realized from the crops 
along with the tax. In the existing circumstances, it is impossible for 
the agriculturists to bear this burden, at a time when even the payment 
of the tax is too heavy a burden. The result is that the agriculturist 
sinks further and further into debt and ultimately ldses his land to his 
creditors. In some cases, big amounts are spent on irrigation works, 
but on account of faulty designs and execution, even the facilities that 
previously existed cease to be available after the completion of the 
works. By a strange irony of fate, even in such cases, the ryots are 
bound to pay the h^lf-contribution. The Minor Irrigation Committee 
noted various 'works of the kind and recorded their views on them. 
(Vide Report Page 17). In the circumstances, I am definitely of the 
view that the system of half-contribution should be discarded and a 
uniform cess should be levied for minor irrigation works. I Vide pages 
28 and 29 of Report, Minor Irrigation Committee, paras 93 and 97). 

Here I may also point out that the Unemployment Enquiry Com¬ 
mittee has recommended that the entire cost of Minor Irrigation works 
should be borne by the Government (Report, pages66, para 107 (2). 

(4) Passing on to another very important matter, it is necessary 
to amend the Land Revenue Remission Rules so as to make it possible 
for remissions to be automatically made in cases of crop failures. At 
present, various irregularities take place in remission proceedings. 
When the crop is destroyed on account of drought, the ryot has to 
spend half the amount of the tax ( LW<m<ooj in order to get the crop 
failure recorded by the revenue staff. Hence, very often, it happens 
that cases of ‘ Karivu ’ are not recorded at all and, what is more interes¬ 
ting, well croped lands are recorded under ‘Karivu’. On account of 
such vagaries, the ordinary agriculturist has to bear heavy unjustifiable 
losses. For preventing such irregularities, remission rules should be 
suitably modified so that remissions may become a matter of routine to be 
automatically appl.ed wherever crop failures occur. Moreover, in making 
record of ‘ Karivu some local agriculturists should be called in as 
witnesses and their signatures also should be affixed to the reports of the 
revenue staff. There is a circular to this effect. li it is strictly enforced, 
ryots, will be spared the necessity to spend half the amount of the tax to 
get a record of ‘ Karivu ’ entered in the registers. As. things are at 
present, the ryot knows nothing of ‘ Karivu ’ proceedings till the demand 
notice arrives or he goes to pay the tax. Then it would be too late to 
file an appeal or to complain to the higher authorities. - The result of the 
present remission rules is that both the Government and the ryot have to 
bear unjust losses. It may be observed here that the Minor Irrigation 
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Committee have recommended that the Remission Rules should he 
suitably amended. {Vide Page 27, Para 87—83 of the Report). 

(5) Passing on to the question of .transfers of registry, it is 
highly necessary that strict instructions should be issued to Land 
Revenue Officers to the effect that transfers of registry should be at¬ 
tended to and completed as speedily as possible. There is a circular 
order that transfers should be completed in three months; but the order 
is not carried out in practice at all. In para 208 of the Banking Enquiry 
Committee Report, the following statement is made ; — 

“ The complaint is that transfers of ownership are never 
attended to in time, etc. Some of the Tahsildars who 
appared before the Committee themselves admitted the 
delay in mutation of pattas,' but explained it as due to 
insufficiency of hands, the absence of the intimate local 
knowledge on the part of the Proverthikars which the 
hereditary karnnams in British India have, and the multi¬ 
farious duties the village staffs have to attend to. What¬ 
ever be the causes, the consequences are too serious to 
be over-looked ”. 

Some Tahsildars misuse the power of transferring Proverthicars 
from place to place with the result that transfers of registry records are 
not completed in time and even the paXuthy accounts are not maintained 
properly. A Proverthicar who incurs the displeasure of the Tahsildar 
cannot remain in the pakuthy for any length of time or properly carry 
on his duties in the pakuthy. 1 know of one instance in which a 
Proverthicar was shifted seven times from pakuthy to pakuthy in the 
space of 16 days. Numerous errors and irregularities take place in 
PoRkuvaravu records on account of the frequent transfers of Proverthi¬ 
cars. It frequently happens that registry is transferred without at the 
same time cancelling the previous ownership. In the result, for the 
same property, two persons are forced to pay tax. This is how excess 
collections take place. There are various instances m which the tax 
on one property is paid by one person and for the same tax another 
man’s properties are brought under auction sale proceedings. Agri¬ 
culturists are thus put to immense trouble arid loss on account of the 
failure to complete pokkuvaravu records without delay. Similarly, for 
the fault of the pakuthy staff, the properties of previous owners are 
brought under auction sale. The trouble is very common in the case 
of subdivided family properties. The failure of one share-holder to 
pay tax brings the properties of same other share-holder under auction 
sale If the Land Revenue Department will pay special attention to 
avoid irregularities of this kind, the ryots can be spared immense 
annoyance and unnecessary expenditure without involving additional 
cost to the Government. 
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According to the transfer of registry rules of 30-12-1054, it was 

laid down that even for Otti transactions, transfers of registry should 

be recorded. This rule was modified on 22-7-1056 to the effect that 
in regard to Otti, panayam etc., the actual person who is m enjoyment 
of the property should pay the tax. (L. R. Manual Vol V, pages 
670 and 691). It is even now a pracbce for the actual possessor 
to pay the tax in the name of the Jenmi. Thus, even though the name 
of the actual possessor is in the transfer of registry, when the tax falls 
into arrears, without notifying the mortgager, steps are taken against the 
Jenmi’s own properties which are brought under auction. It is a common 
occurrence that the mortgagee deliberately allows the tax to tall into 
arrears and when the property is brought to auction, he gets it knocked 
off by a friend of his and the property is subsequently transferred to his 


die actual mortgagee and not against the Jenmi. 

(6) The ryots incur very great losses on account of demand 
notices. Although there is a circular of the Land Revenue Commis- 
sioner'to the effect that, in one and the same pakuthy, one person should 
not have more than one thandaper, demand notices are issued to the 
same person in more than one thandaper Similarity in the case of joint 
pattadars, the demand notice used to be issued to one of them and 
copies of it sent to the others. But now it has become common to 
issue demand notices to each one of them. Thus the number of demand 
notices increase year by year. In the year 1105, when the economic 
depression commenced and agricultural prices began to fall, the number 
of demand notices was 4,42,097- In 1113, the number rose to 9,89,288. 

Regarding the demand notice fee, it has to be noted that it is as 
much as the rate of assessment on the 13th tharam land, oiz.. 1 fanam. 
In the present condition of the agriculturists, the demand notice fee is 
too heavy. In my opinion up to Rs. 5, the demand notice fee should 
1 ch. and above that limit 2 chs. Besides, the rule that one and the 
same person should not have more than one thandaper should be 
strictly enforced. In the case of joint pattadars, only one should be 
served with the demand notice proper and the .rest should he given 
copies of the notice only} In regard to the question of demand notices, 
the Economic Depression Enquiry Committee have made their own re¬ 
commendations (Fidepage 101, para 199 of the Report). 


(7) There are various irregularities taking place in the auction 
sale of properties against arrears of land tax. So the agriculturist bear 
great hardships and losses. 

(a) In the case ot sub-divided family properties, steps are 
frequently taken to realize arrears of tax from the pro¬ 
perties of any one of the share-holders by bringing his 
share under auction. If anyone of them makes payment 
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of Iiis own sliare of the tax, he is compelled to pay the 
tax on all the shares. If he does not do so, his land 
goes in auction for the tax due from the other share 
■•holders. Numerous cases of this kind happen by 
influence being brought to bear on the proverthicars. 
In order to avoid hardships of the above description, 
Mr. George, the Land Revenue Commissioner, issued 
it circular to the effect that all properties on 
which tax is in arrears should be shown on the 
attaclunen! schedule and that such of them on which the 
tax is paid should be released. It was a very sensible 
and helpful arrangement ; but the difficulty is that the 
revenue authorities are not carrying out the rule and thus 
the ryots suffer a great deal 'of a avoidable trouble and 
expense. Hence the said circular should be strictly 
enforced. 

( b ). Revenue attachments against arrears of land tax in 1105 
were 9,267. In 1113, the number was 25,953. In 
many cases, the auction sales are not known to the 
owners. The majority of agriculturists are not now in a 
pooition to appeal to the higher authorities and obtain 
redress of their grievances in respect of the irregularities 
taking place in auction sales. It is however, a matter 
for thankfulness that the complaints that reach the Land 
Revenue Commissioner are justly and sympathetically 
disposed of. 

In some taluk offices, they make their own arrangements for the 
properties under auction to be knocked off for the tax amount. If the 
auction is confirmed, they divide the profit after sale of the property. 
If others did at the auctions, they have to incur a great deal of un¬ 
authorised expenditure,, when they pay the deposit and the balance of 
.the auction.amount and also preliminary to the issue of the sannad. 
Some proverthicars get their own friends and confidants to bid at the 
auction sales and subsequently get the properties transferred to them¬ 
selves. , 

From the Administration Report of II 13, it is seen that the 
average price fetched at auction sales of agricultural lands was 
Rs. 49-5-15 in the case of paddy fields and Rs. 14-5-9 in the case of 
garden lands Ordinarily, revenue sales result in properties being 
knocked off for very low prices. In the Ponmana Pakuthy of Kalkulam 
Taluk S. No. I 483/10 comprising 39 cents of cocoanut garden was sold 
for realizing arrears of kist Rs. 3-12-3. The property fetched a lease 
of Rs. 71-12-0- The auction was conducted without taking the steps 
provided in Section 24 and 32 of (he Revenue Recovery Act. The 
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Land Revenue Commissioner has set aside this auction sale. Numerous 
instances of auction sales of the kind for very low prices can be seen 
from the Government Gazette. In para 198 of the Economic Depres¬ 
sion Enquiry Committee, report the following observations are made 
about the sale of agricultural land for the rer'ization of kist: 

‘•At the root of all agricultural enterprise in this country is an 
intimate bond between the cultivator and his land etc., etc. 
The happiness, contentment and the prosperity of a country 
like ours depend upon the happiness, contentment and the 
prosperity of the agriculturists. Unless, therefore, imagin¬ 
ation and syraf othy. in a large measure, takes the place of 
the rigour of the ordinrry coercive measures available to the 
State, we are afraid, it is ea'ily possible to inflict per¬ 
manent ruin upon large sections of tie people etc We 
therefore recommend that sirict instructions be issued to the 
* Division Peishkars and the Commissioner Devicolam, that, in 

cases in which immoveable properties are attached and pro¬ 
claimed for sale for the realization of kisf, the sale should be 
postponed, if in their opinion, tire properties put up to auction 
have not-fetched a fair,* and reasonable price or the manage¬ 
ment of such properties should be taken over by Government 
in suitable cases”. 

The charges incidental to coercive steps for realisation of arrears of 
tax area source of very great embarassment to the cultivators. There 
is the demand notice fees for notices issued to one and the same person 
under more than one thandaper. Then there are the attachment fees, 
murasu (beat of drum) fees, all of which add immensely to the burden 
of the taxation which by it ..elf is. far more heavy than in British India. 
.Themurasu-pati is a perfectly meaningless exaction. The beat of 
drum does not take place now-a-days. For each stretch of paddy lands, 
the Proverthicar appoints a murasukaran and he exacts paddy from the 
cultivators at harvest times and then they have also to pay a ‘Murasu- 
pati’. This is entirely unjustifiable. It is highly necessary that the 
murasu-pati should be stopped forthwith. 

Unless and until the ryots are saved from such unjustifiable expen¬ 
ses in auction sales and are dealt with in a more sympathetic manner, 
they are quite likely to lose their lands and add immensely to the 
burden of their indebtedness. 

(8) The ryoi has to sell his produce in the market. When 
he reaches the market,'three adversaries confront him:—(I) the 
market contractor, (2) Desakavalkaran and (3) the market sweeper. 
On account of their oppression, it is not possible for agricultural 
products to be sold conveniently or to sell them for their proper 
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value. 1 he market contractor invariably realizes more than the 
schedule rate. Besides, he oppresses the poor in other ways and 
deals with them in a brutal manner. The next enemy is the De- 
sakavalkaran who is usually appointed by the local Police Inspector.• 
At harvest time, he collects from each field what is known as “Kaval- 
kathir' and thus obtains lot of paddy. A portion of the articles taken 
from the markets is given to the local police and the balance is appro¬ 
priated by himself. The next oppressor is the market sweeper. The 
ryot can sell his produce only after the sweeper takes what he wants. 
A portion of what the market sweeper collects goes to the Taluk sub¬ 
ordinates. He appropriates the rest. If this kind of oppression and 
exaction taking place in the market is stopped, the ryots can sell their 
produce in the markets for their full value. 

Apart from all the above difficulties, the lack of uniformity in 1 
weights and measures is a source of very great loss and trouble to the 
ryots. At present there is no one to attend to this matter in the 
markets and shops in the rural part of the country. 

(9) If paddy production in this country is to be increased, the 
object can be achieved only by increasing the area under cultivation 
and by intensive cultivation of the existing fields. The last Census 
showed that the population increased by 27 per cent, while agricultural 
land increased only by 9 per cent. Agricultural land cannot increase 
in proportion to the increase in population. 1 here are various hind¬ 
rances to increasing the yield under cultivation. In para 39 of the 
Economic Depression Enquiry Committee, the following observations 

“The effect of the fall in the prices ol our agricultural product s 
is aggravated by the disproportionate increase in their cost 
of production, Money costs have risen in real value and 
mean at'least 50 per cent, more in commodities now than 
two years ago. Labour charges have not come down in con- 
formity with prices. Thus between low prices on the one 
side and increasing cost of production on the other the 
agriculturist is confronted with a perplexing' situation. 

Apart from the increasing costs of cultivation, there are other 
reasons for the decreasing yield of the fields. The agriculturists do not 
possess the essential requirements of agriculture, oiz„ water, cattle, 
compost manure, green manure etc. Nor has he money to meet the 
expenses of cultivation. There was a rime when cattle rearing was a 
profitable profession; but now the whole industry is merely a nominal 
affair. There are no grazing grounds, not even open spaces for cattle 
to move about for exercise. Nor can the cultivator afford to teed cattle 
in the stalls. The result is, the ryot buys cattle when he commences 
cultivation and sells them when the need is over. Hence the lack of 
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compost manure so necessary for agriculture. 1 he cost of green manure 
is worse. In the Kodayar Project area, trees meant for green manure 
have been cut off to make room for more fields. Now the old fields 
and the new conversions have to fetch green manure from elsewhere. 

The needs and requirements of the agriculturists in regard to the 
above matters are referred to in the following Reports: — 

Economic Depression Enquiry Committee Report—P. 208 
Unemployment Enquiry Committee, Paras 46 and 107 (3) 
Banking Enquiry Committee, Para 69. 

The Economic Depression Enquiry Committee Report has made a 
pointed statement as follows:— 

“We are definitely of opinion that the State should pursue a 
policy of active assistance to the local paddy grower so 
■ as to enable him to bring down his cost of cultivation 

and to increase the out put of his fields”. 

(Vide para 202 of the Report) 

(10) The tolls collected at numerous points in the rural parts 
of the country are a source of worry and unnecessary expenditure to the 
ryots. Even the agricultural implements, manure and seed cannot be 
conveyed in carts without payment of tolls. The ryot pays tax on his 
land and on the standing trees on the land. He pays a water cess. 
When, he conveys the produce to his house, he pays a toil on it. 
When he takes it to the market, there is another toll on it. The ryots 
are not able to bear all this burden at this time. It is therefore highly 
necessary to exempt the conveyance of agricultural implements, manure, 
seed, and other agricultural requirements from the payment of tolls. 

(11) When the Committee considers measures for the liquida¬ 
tion or existing debts and for the prevention of further debts] the points 
mentioned below may kindly be taken into consideration:— 

In the present conditions of the agriculturists it is not possible for 
them to avoid the necessity for loans. It is also .certain that they are 
not able to pay off such debts. 

The following observations occur in the Banking Enquiry Com¬ 
mittee’s Report (Para 70;:—r- 

“The cultivator in Travancore as elsewhere requires capital 
for the purchase of live-stock, agricultural implements, 
manure and other expenses of production for payment of 
land revenue as well as.for meeting his domestic expenses 
when his stock of grain is run out. His requirements 
for certain items may be more pressing than others and 
he cannot but borrow to meet them”. 

For the present, I mean to refer only to the Co-operative Societies 
and Government agricultural loans which provide convenient loans to 
the ryots. 
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in para 71 of the Banking Enquiry Committee Report, the 
following observations occur: — 

“During 1928-29 these Co-operative Societies have granted 
34,531 loans to the value of Rs. 20,47,983. Of this 
a sum of Rs. 4,82, 623 was for cultivation purposes. 
Rs. 1,30, 245 for purchase of cattle and Rs. 25,406 
for payment of Sirkar Kist or Jenmi Michavaram”. ’ 
Many agriculturists have joined Co-operative Societies. The great 
majority of them have taken loans for cultivation purposes. Once they 
take a loan from Co-operative Societies, they find it impossible to pay 
off the debt. When they take a loan, .they consider that they can pay 
it off from the improved production of their fields. But on account of 
the continued fall in prices, they find it impossible to do so. In such 
circumstances, the arrest of agriculturists for default of payment of debts 
due to Co-operative Societies and the auction safe of properties for 
agricultural loans for the nominal one chuckram is a great hardship to 
them. The process will soon disrupt the agricultural occupation in the 
country. Besides whole families become a prey to destitution and 
starvation. It is highly necessary to save the agriculturists from such 
distress. 

Agriculture does not yield more than 3 per cent in these days and 
*0 it is not possible for agriculturists to pay 10|- per cent interest on 
the loans from the Co-operative Societies. Hence, it should be pro¬ 
vided that under no circumstances, whatever should a rate of interest 
higher than 6 per cent be realized from the ryots by co-operative 
societies. Besides, whenever any amount is paid towards loans taken 
from Co-operative Societies or from Government agricultural loans, it 
should be provided that half the amount should be credited towards the 
principal and half towards interest. If we continue at the present rate, 
all money paid will go to interest and fines and it would become im¬ 
possible ever to pay off the principal. 

In pai'a 49 of the Report of the Economic Depression Enquiry 
Committee, the following observations occur:— 

“Broadly speaking, the present economic strees is severely felt by 
the middle class agriculturists who form the preponderating 
element in the composition of our population. The middle 
class in Travancore affect much of the expenditure and social 
status of the rich. But they have none of the surplus income 
of the latter. They depend almost entirely on their agri¬ 
cultural incomes and it is this class that feels the direct impact 
pf a general depression. The middle class forms the back¬ 
bone of society and, in normal times, a preponderating agri- 
. cultural middle class population should be regarded as a sign 

of social health”. 
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It is highly necessary that the burden of the indebtedness of the 
agriculturists, who in numerous ways contribute to the prosperity of the 
State, should be saved from the burden of their debts. 

(12) I bel ieve the Government and the agriculturists have now 
well realized the evil consequences of not carrying out irrigation works 
at proper times. Consequently the expenditure on irrigation works 

increases year by year and sanctioned allotments are regularly surren¬ 
dered by the P. W. D. The season for carrying out irrigation works is 
from Makaram harvest to the middle of Edavam. The works must be 
completed in the time in between. On account of the delay in 
sanctioning estimates and contracts, it is impossible to begin works or 
to complete them in time Even the works that are completed often 
prove useless to the agriculturists and turn out to be mere waste of 
public money. There are various reasons for this. The irrigation 
needs of each locality are known best to the agriculturists of the locality. 
As plans of work and contracts are completed without consulting the 
local agriculturists, many works necessary to agriculturists are not 
included and many they do not require, are included in the estimates. 
Hence the agriculturists do not derive the benefits that they ought to get 
from the expenditure of Government money. In very many places, the 
drainage from the slopes have been let into the tanks which thereby 
become silted up and useless. It has become vain to inform the 
authorities about matters of this kind. The Minor Irrigation Committee 
took special care to ascertain the needs and requirements of the agri¬ 
culturists in this regard and recorded their views at page 16 para 55 of 
their report:— 

Pata 55 ( i) ‘Estimates are prepared without consulting the ryots, 
and the works are therefore either inadequate or 
otherwise unsatisfactory. Silt is not removed 
from the beds of tanks in any appreciable quantity, 
so as to increase the capacity and tap the bed 
springs- The tanks therefore dry up shortly after 
the rains, and there-is not sufficient storage or 
auxiliary supply from springs. The water spread 
area is considerably reduced on the plea that no 
. ground is available for depositing the excavated 
earth which is therefore thrown within the limits of 
the tank itself etc. 

Para 55 ( -ii ) “Faulty designs or inefficient supervision ; slips occur 
in bunds since the slopes are not turfed, and no 
l ; / pitching is provided. Earth is thrown loosely 

.over the old bunds and is not properly consolidated. 

Sand from the tank bed? is used in forming bunds, 



133 


and this is alleged to be partly responsible for the 
slips. In the absence of ramps for cattle, the slopes 
of bunds are often spoiled soon after restoration. 
Suitable provision is not made for preventing the 
free entry of silt into the tanks. Mud is used 
instead of cement or surki mortar in foundation 
and there is leakage through and round the sluice. 
Sluice barrels get choked and no water flows out, 
Sluice shutters are too tight and unworkable. 
Ear them pipe sluices are not satisfactory, being 
very leaky. The acceptance of low tenders neces- 
sarily results in bad work, and their prevalence is 
an index of the existence of an undoubted belief 
among contractors that inadequate supervision would 
save them from the loss that their unworkable rates 
would otherwise land them.in". 


Para 55 (;//) ‘‘Restoration works drag on for two or more years 
• (even up to five years) depriving the cultivators of 
all supply of irrigation water during that period”. 
Para 55 (io) “Work is got through without any regard to its 
quality and nobody who has any stake in the 
business is made to sign the completion certificate’’. 
Para 55 ( o ) “Due consideration is not given to the relative needs 
, of different pakuthies in selecting works for restor¬ 

ation. Some pakuthies are absolutely neglected in 
spite of repeated complaints, while,'undue attention 
is being paid to others in the same taluk”. 

In order to avoid these evils there should be Irrigation Relief 
Committees in each P. W. D. Dioision. If irrigation works are carried 
out with their advice and consultation, wastelul works can be avoided 
and those that are carried out will be useful to the ryots. Where 
Village Panchayats are established, irrigation works may usefully be 
carried out in consultation with them. 
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